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LETTER FROM THE ADMINISTRATOR

Creating a Successful Future at GSA
...the Journey Continues

On September 11, 2001, the terrorist attack on
America and its aftermath changed our world forever.
Throughout this unprecedented year, GSA and the rest
of the Government worked together to provide good
Government services to
the American people. 1
am proud of the way
GSA associates partici-
pated in helping other
agencies maintain their
operations. We rose to
the challenge and we
will continue to do so.
Federal departments,

Stephen A. Perry

agencies, boards, and
commissions look to GSA to provide the services and
solutions that make it possible for them to do their jobs
well. As these organizations secure our homeland and
achieve other vital missions, they will require even
more from GSA in FY 2003 and beyond. We are deter-
mined to meet their high expectations as we follow the
course we have charted for the future.

Charting a Course to Achieve the
President’s Management Agenda
President Bush has defined his vision of good
Government as that which is citizen-centered, results-
orientated, and market-based. To realize this vision, he
developed a Management Agenda that serves as a road
map for each Federal agency to follow.

The President’s Management Agenda focuses
on improving the way Government agencies manage for
results in five important areas: strategic management of
human capital, competitive sourcing, improved financial
performance, expanded electronic government, and
budget and performance integration.

We are committed to achieving the
President’s Management Agenda and have incorporated
each area of his Agenda into our six agency-wide goals:

* Provide best value for customer agencies and taxpayers

* Achieve responsible asset management

* Operate efficiently and effectively

* Ensure financial accountability

* Maintain a world-class workforce and a world-
class workplace

* Carry out social, environmental, and other responsi-
bilities as a Federal agency.

While we are pleased with our progress, we
know that we must institutionalize high performance
and continuous improvement throughout GSA.
Consequently, in FY 2003, we will further sharpen our
focus in order to enhance our Performance
Management Process.

We will call on our associates in each unit
of the agency to: (1) develop specific, customer-
focused, measurable goals, (2) document detailed
action plans with time schedules, and (3) report
actual results achieved in the agency-wide perform-
ance measurement system so that actual results
achieved will be tracked against the performance
measures set for each unit goal. This process will
improve not only the planning but also the execution
of our GSA goals and the President’s Management
Agenda. The following summarizes our FY 2002
achievements in the five areas of the President’s
Management Agenda, and shows the course we have
charted for the future.

Competitive Sourcing

One of GSA's agency-wide goals call for us to provide
best value for customer agencies and taxpayers. To
accomplish this we must keep searching for better
ways to provide best value for the long-term.
Sometimes this search will result in changing the way
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GSA must maintain a world-class
workforce by recruiting talented
young people for its mission
critical occupations.

Strategic Management

of Human Capital

Achieving the challenging goals we have set for our-
selves will require competencies, skills, and commit-
ment. We must also have a positive and productive
work environment, where we live our GSA values every
day, and work together as a team. In other words, we
must maintain a world-class workforce and world-
class workplace.

Strategic management of human capital
requires that we identify any “gaps” among the compe-
tencies, skills, and commitments needed to achieve our
goals versus what we have in place, and then to take
action to eliminate these gaps. In FY 2002, GSA
developed an agency-wide Human Capital Strategic
Plan that supports GSA's overall Strategic Plan. The
Plan identified five mission critical occupations
(acquisitions, real estate, financial management,
information technology, and law enforcement). GSA is
analyzing its staffing to find where gaps with these
occupations exist. Once identified, GSA will begin to
attack these gaps to achieve its objectives.

Budget and Performance Integration

Budget and performance integration requires alloca-
tion of scarce resources to programs in 2 manner that
maximizes the achievement of desirable outcomes for

the American people over the long-term. Current law
requires Federal agencies and departments to develop
performance plans that identify goals, action plans, and
performance measures; however, this process has not
been adequately linked to the budget process to assure
that resource allocations are made in concert with the
performance plan. In FY 2002, OMB evaluated a num-
ber of GSA programs using the Program Rating Tool.
Evaluation of the management of Federally owned real
property indicated that while the PBS displays solid
management, there is a need for it to develop and
strengthen a longer-term vision including the develop-
ment of long-term measurable goals that assess the
performance of the program. Four FSS programs were
evaluated, Vehicle Leasing, Vehicle Acquisition,
Multiple Award Schedules, and the Supply Depots and
Special Order.

During the past year, GSA has improved
its performance plans by incorporating prioritized,
customer-focused goals, action plans, and reliable
performance measures. The FY 2004 Budget Request was
prepared as an integrated Performance Plan and Budget.
This approach will lead to better budget and performance
integration with the consequent de-emphasis on
programs that are outdated or ineffective, and place more
emphasis on programs that deliver the desired outcome
of good Government service to the American people.
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Federal Manager's Financial
Integrity Act Report
I am pleased to report that the GSA’s management
control and financial management systems, taken as a
whole, provide reasonable assurance, considering the
material weaknesses described in the Management
Discussion and Analysis, and that the objectives of the
Federal Managers’ Financial Integrity Act (FMFIA),
Section 2 and Section 4, and the Federal Financial
Management Improvement Act (FEMIA), are being
achieved. The content of the enclosed FMFIA report is
based on information provided by GSA's managers, as
well as on advice provided by the agency’s Management
Control Oversight Council (MCOC). It is also based on
the results of the audit of GSA’s Financial Statements.
Managers have evaluated their programs
and have attested that their management controls
comply with the Office of Management and Budget's
(OMB) Circular A-123, Management Accountability
and Control. The responsible systems managers and
financial management officials have evaluated GSA's
financial management systems in accordance with
OMB Circular A-27, Financial Management Systems.
During FY 2002, management control issues
surfaced from a variety of sources. The MCOC, under
the chairmanship of the Deputy Administrator, exam-
ined a wide range of management issues that were
brought to its attention. The Inspector General, in his

role as an advisory member of the MCOC, continues to
provide useful, constructive suggestions for improving
the agency’s management control and financial man-
agement policies and practices.

ML A

Stephen A. Perry
Administrator

January 31, 2003
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MANAGEMENT DISCUSSION AND ANALYSIS

How Far We Have Come

The General Services Administration (GSA) has been
carrying out its mission to acquire and provide goods,
services, and facilities to support the needs of other
Federal agencies for 53 years.

To carry out its mission, the agency’s pri-
mary goals were established in 1949 when the 81st
Congress mandated the consolidation of the Federal
Government’s property and administrative services.

While Federal agencies comprise the major-
ity of GSA's customers, our client base has grown to
include State and local governments, international
partners, thousands of vendors, and American citizens.
Despite our new missions and objectives, the goals of
the past still echo in our business practices today—
goals such as good customer service, competitive
value, stewardship, fiduciary integrity, and accountabil-
ity to the taxpayer.

General Services Administration Mission Statement

GSA helps Federal agencies better serve the public by offering, at best value, superior workplaces,
expert solutions, acquisition services, and management policies.

GSA's current responsibilities reflect how the original
goals have evolved within the context of business tech-
nology, culture, and legislative intent to meet agencies’
needs by centralizing support duties and maximizing
efficiency and oversight.

The administrative services under GSA's reg-
ulatory purview include the management of real and
personal property, travel and transportation, motor
vehicles and aircraft, and mail. The scope and impact
of our 53-year evolution has resulted in expanding
GSA's influence within the Federal Government and

with the American public.

GSA is constantly evolving to keep in step
with the times. We are a change agent in Government,
becoming ever more attentive to the needs of our fel-
low Federal associates and the citizens for whom they
work. We have committed ourselves to bringing best
practices and the latest technology to the Federal work-
place, while leveraging the large Federal market to
provide the Government the best value available for
commercial-quality goods and services. These tools
will lead to a successful future for GSA, and enable the
agency to better serve the American public.

Each GSA associate can see the path they
must take to achieve our Mission Statement as well as
our Values and Goals.

These goals provide the framework for
where GSA is heading as an agency. In FY 2002, we
completed our Strategic Plan and FY 2003

General Services

Administration Values & Goals

VALUES

- Ethics and integrity in all we do
- Respect for fellow associates

- Results orientation

- Teamwork

- Professionalism

GOALS

- Provide best value for customer
agencies and taxpayers

- Achieve responsible asset management

- Operate efficiently and effectively

- Ensure financial accountability

- Maintain a world-class workforce
and world-class workplace

- Carry out social, environmental, and

other responsibilities as a Federal agency.
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full-time equivalents (FTE's) employees; FTE’s have
been in this range since 1998. GSA's Services and
Offices, which work together to serve the needs of our
many diverse customers, consist of the following:

Public Buildings Service (PBS)

Federal Supply Service (FSS)

Federal Technology Service (FTS)

« Office of Citizen Services and
Communications (OCSC)

» Office of Governmentwide Policy (OGP).

In November 2002, legislation was enacted to establish
the Department of Homeland Security. Two elements of
GSA will be transferred to the new Department: the
Federal Protective Service (FPS) from the PBS and the
Federal Computer Incident Response Center
(FedCIRC). The impact of these transfers on GSA finan-
cial resources and FTE is still being determined.

The GSA Public Buildings Service

The mission of the Public Buildings Service is to deliv-
er a superior workplace for the over 1.1 million
Federal workers while ensuring the precise manage-
ment of over 334 million square feet of space in office
buildings, courthouses, laboratories and border sta-
tions. Additionally, the PBS is charged with securing

The PBS Business Lines
- Building Operations
- Rental of Space

- Construction and Acquisition of Facilities
- Repairs and Alterations

- Property Disposal

superior value for the American taxpayer. The agency
also preserves and maintains 414 historic properties,
of these, 33 are on, or eligible for, the National
Register at the national, State, or local level, and 105
buildings are potentially eligible for the National
Register. The remaining 89 historic properties are 50
or more years old but have not been evaluated for
National Register eligibility, although they would likely
qualify. The PBS is a leader in the design, construction,
and operation of buildings to reduce the negative
impacts on the environment and to maximize the
health and comfort of building occupants. It provides
quality childcare space throughout the U. S. The PBS

vision is to be universally recognized as the best pub-
lic real estate organization in the world.

The GSA Federal Supply Service

The Federal Supply Service provides goods and services
for the Federal marketplace, providing customers
with economical, efficient, and effective service deliv-
ery and significant savings in time and administrative
costs. Agencies can make best-value choices among 4

The FSS Business Lines

- Commercial Acquisition

- Supply

- Personal Property Management

- Travel and Transportation Management
- Vehicle Acquisition and Leasing

million products and services available from more
than 10,000 commercial suppliers under contract to
the FSS. The FSS employs world-class business practices
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authority as one of the central management agencies of
the Federal Government. The OGP brings interagency
groups together to collaborate on developing the poli-
cies and guidelines for the implementation of Federal
laws, Executive Orders and other Executive Branch
guidance. The OGP facilitates government-wide reform
by providing Federal managers with business-like
incentives, tools, and flexibility to prudently manage
their assets. The OGP also identifies and promotes best
practices to make the Federal Government’s manage-
ment processes more efficient and effective.

The GSA Staff Offices

The Staff Offices of GSA provide foundational support
for the organization. The Office of the Chief People
Officer (CPO) provides policy and technical guidance
concerning the human capital of GSA. The Office of
the Chief Information Officer (CIO) provides policy
and technical guidance concerning the GSA IT. 7he
General Counsel provides legal support and policy
guidance. The Office of Enterprise Development
(OED) provides opportunities for small businesses to
participate in Government acquisition. 7he Office of
the Chief Financial Officer (CFO) provides policy
leadership in strategic planning, budgeting and finan-
cial management. The Office of Congressional and
Intergovernmental Affairs operates as a liaison

between GSA and Congress; and the Board of
Contract Appeals hears and decides contract disputes
between government contractors and GSA or other
executive agencies.

Management Issues

While we have made progress in addressing the issues
and challenges before us, GSA still faces a number of
significant challenges that may affect our performance
in FY 2003. A complete picture of GSA and the status of
our programs must also include a discussion of the
current issues identified by management that may have
a major impact on our future operations. These issues
include the following;

FTS/FSS Overlap
In recent years, there has been a convergence of IT
services and other expert services and management
tools, available from the FTS and the FSS. Today many
if not most goods and services provided by GSA have an
IT aspect. GSA believed that the FTS and the FSS
resources supporting technology and expert services
could be better leveraged for our customers. A man-
agement and technology consulting firm was hired to
review the situation and make recommendations.

The study concluded that GSA essentially has
the right mix of products and services necessary to

serve Federal customers. However, there are opportu-
nities to improve service to customers and reduce
costs. The study recommendations included:

¢ Combining and re-aligning the functional areas in
the FSS and the FTS that focus on:
* Market research
* Marketing
* Customer account planning and management
* Sales
* Service delivery
* Contract development and maintenance

* Ensuring organizational incentives are aligned with
customer and organizational needs; and

» Expanding expert assistance services (technical
and procurement) into other GSA product lines.

GSA has organized joint teams of the FSS and the FTS
managers to address the recommendations, and they have
begun the implementation of these recommendations.

Creation of the Office of
Performance Improvement

President Bush has called upon all Federal agencies to
improve performance in order to provide better services
to the American people. GSA has not had an office
whose sole task was to lead this effort. In response to
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The OMB drafted business rules to help
standardize business processes among agencies. In the
business rules, the OMB addresses the assignment of
unique business location codes, registration in a cen-
tral contractor database, and mandatory data elements
for intragovernmental bills and invoices. Implementing
the rules requires the CFO to modify systems and pro-
cedures, and work with the Services to assure that GSA
obtains the necessary information needed regarding
our customer agencies and vendors. When implemen-
tation is complete, GSA will be able to reconcile
accounts with our Federal agency partners.

Management of the Government'’s
Real Property Inventory

GSA has a major role as a steward of the government’s
real property. The lack of authority for GSA and other
agencies to use advanced tools and techniques for this
purpose is an important management issue. To remedy
the situation, the Administration has proposed legisla-
tion to enhance government-wide real property man-
agement, and bring the policies and business practices
by which Federal agencies manage their property
assets into the 21st century. GSA would be affected by
these changes both in its operational responsibility in
the PBS and in its policy role in the OGP. Briefly, these

amendments to the Federal Property and

Administrative Services Act of 1949 would: 1) improve
life cycle planning and management; 2) allow greater
flexibility to optimize asset performance; 3) provide
incentives for better property management; and 4)
streamline and enhance processes. Enactment of the
changes will encourage and empower Federal agencies
to optimize their asset portfolios, and will lead to better
use of Federal property and a reduction in unneeded
Federal holdings across Government.

Government Credit Card

Fraud and Abuse

GSA awards contracts for charge cards to be used by all
Federal agencies for purchases, travel expenses, and
motor vehicle expenses. While these cards provide
convenience and reduce administrative costs, there are
concerns that inadequate controls over their use have
led to fraud and abuse. The contractors providing travel
cards have expressed concerns with cardholder delin-
quency and write-offs on individually billed travel card
accounts. Under OMB leadership, an interagency task
force has been working to ensure that charge card
abuses are effectively addressed.

Agencies have numerous tools for manage-
ment and oversight of the card programs. Realizing the
need for the most current and complete data available,
GSA mandated that contractors provide electronic

reports to agency managers. These reports are secure
and easy to access via the Internet. Agencies use these
reports to assist in the identification of questionable
transactions, split purchases (improperly splitting a
single purchase into two or more micro-purchases to
avoid otherwise applicable competition requirements),
improper cardholder limits exceeding a cardholder’s
warrant authority, and fraudulent activity. Remedial
actions taken by the agencies have included wage
garnishments, and 400,000 account closures at the
Department of Defense (DOD).

GSA works with the agencies to provide
training and make them aware of the management
tools that are available. Although control of card use
ultimately rests with the agencies, GSA continues to
work to minimize the risk to the Government, and
ensure the proper use of the cards. GSA, together with
its charge card contractors, hosts an annual training
conference for agency managers on best practices and
the use of electronic reporting. Additionally, GSA hosts
agency purchase, travel, and fleet card work groups,
and publishes various training and educational
resources for agency managers and cardholders.
These are available in hard copy or on the GSA
SmartPay Web site.
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General Services Administration Agency-wide Goals

PROVIDE BEST VALUE FOR CUSTOMER AGENCIES AND TAXPAYERS — Use customer feedback

to determine customer needs and take actions to seize opportunities to provide customer savings.

ACHIEVE RESPONSIBLE ASSET MANAGEMENT — Manage assets directly controlled by GSA to

achieve maximum benefit for the taxpayers.

OPERATE EFFICIENTLY AND EFFECTIVELY — Make GSA run smoothly. Use the Internet and other
tools to provide information, services and contracting opportunities, and to enable customers to complete
transactions on-line.

ENSURE FINANCIAL ACCOUNTABILITY — Develop financial tools needed to effectively manage

GSA, and maintain clean audit opinions on GSA's annual financial statements.

MAINTAIN A WORLD-CLASS WORKFORCE AND WORLD-CLASS WORKPLACE — Recruit,
develop, and retain the talent needed to meet our goals within a positive and productive work environment.

CARRY OUT SOCIAL ENVIRONMENTAL AND OTHER RESPONSIBILITIES AS A FEDERAL
AGENCY — Broaden the number of competitors for procurement opportunities; protect the environ-
ment; assist agencies in providing accessibility to information technology for persons with disabilities; and
perform other related responsibilities.

people attended the Professional Services Expo. The FSS
provided training sessions on the proper use of
Schedules. GSA has also worked in partnership with the
DOD, the largest Schedule customer, on specific training
initiatives for DOD. Currently GSA is working on addi-
tional online, classroom, and CD training for customers
on the proper use of Schedules. GSA/FSS has budgeted
$1.9 million for training in FY 2003.

Progress in Reaching our

Destination - Summary of Key
Performance Goals and Results

The Government Performance and Results Act requires
agencies to plan for and measure the performance of
their programs. In meeting the requirements of GPRA,
the GSA Strategic Plan, issued on April 3, 2002, pres-
ents the agency’s six agency-wide goals for ensuring
that GSA remains a critically important part of pro-
viding good Government. GSA's FY 2003 Annual
Performance Plan links the agency’s performance
goals to our six agency-wide goals.

GSA's Strategic Plan will guide the agency's
associates in fulfilling the agency’s mission. Achieving
the agency’s mission through accomplishing the six
agency-wide goals is making GSA an even more critical
element in the achievement of the missions of the other
Federal agencies.
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Table 1: GSA’s Key Performance Measures

© Exceeded our goals

© Met our goals

© Did not meet our goals

TARGET FY 1999 FY 2000 FY 2001 FY 2002 FY 2002
MET MEASURE ACTUAL ACTUAL ACTUAL TARGET ACTUAL

Provide Best Value for Customer Agencies and Taxpayers

o Percent of tenants that rate the PBS owned and operated services as satisfactory or better, 83% 83% 84% 85% 86%

(5} Percent of tenants that rate the PBS leased space and services as satisfactory or better. 83% 83% 82% 83% 84%

o Percent growth in Federal agency usage of the FSS programs. 26.6% 27.8% 1.8% 3.5% 19.2%

o Percent of FTS satisfied customers as indicated on annual customer survey. 80% 76% NA 74% 74%
Achieve Responsible Asset Management

[+ Reduce the amount of non-revenue producing space in the PBS inventory to 12.2 percent. 13.5% 12.2% 11.8% 12.2% 11.8%
Operate Efficiently and Effectively

(%) Maintain operating costs in office and similarly serviced space at 16% below private sector benchmarks. 18% below 16% below 16% below 16% below 17% below

° Reduce the FSS operating costs:

Cost per $100 business volume $2.28 $1.88 $2.20 $2.02 $1.76

e Cost per mile. $0.3065 $0.3326 $0.3533 $0.3611* $0.3655*
Ensure Financial Accountability

o) gg%ﬁggnﬂggaggsgg 100%** 100% 100% 100% 100%

Increase the percentage of vendor payments made by electronic media such as Electronic Funds

o Transfer and purchase credit card. 62% 71% 79% 80% 81%
Maintain a World-Class Workforce and World-Class Workplace

(2] Increase the rank percentile in the Gallup Q12 survey which measures the culture of the agency. NA NA NA 67th 67th***
Carry Out Social, Environmental, and Other Responsibilities as a Federal Agency

[+) Meet or exceed the goal of providing contracting opportunities to small business. 41.5% 40.3% 40.1% 40.0% 40.29 %%

* The FY 2002 cost-per-mile target, established in FY 2000, reflects estimated inflation at that time. At
the end of FY 2002, the target was based on actual inflation would have calculated to $0.3716 and the
actual cost-per-mile is $0.3655.

** Not formaly included in the plan.

*** FY 2002 was the first year GSA administered the Q12 survey agency-wide. The ranking of the 67th
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percentile forms a baseline. The goal for subsequent years will reflect the 75th percentile, which Gallup
has defined as world-class performance.
*»** This measure reflects overall program performance. It is the only measure counted in the determi-
nation of whether GSA meets the GSA-wide goal. Numbers presented in the FY 2002 Actual column are
preliminary and subject to verification within GSA as well as by the Small Business Administration.
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committed to funding of building construction and
alteration projects provided for in legislation or
through reimbursable funding arrangements.

Property and Equipment, increased by the
$414 million (2.6 percent) from FY 2001 property
acquisitions of $2.0 billion during the fiscal year,
less the recorded depreciation of $1.3 billion and
the $0.3 billion in property disposals accounts for
this increase.

Liabilities. In FY 2002, total Agency liabilities
decreased by $357 million (5.7 percent) from $6,217
million in FY 2001 to $5,860 million. Accounts Payable
and Debt represent 77 percent of GSA's Liabilities.
Liabilities as reported on the Consolidating Balance
Sheets are summarized in the following table:

Table 3: GSA Liabilities

LIABILITIES FY 2001 FY 2002
Accounts Payable $ 2,215 $2,195
Debt 2,397 2,308
Unfunded Debts/Liabilities 1.122 1,025
Deferred Revenues/Advances 375 244
Other Liabilities 108 88
Total Liabilities $6,217 $5,860

The $2,308 million of debt is 39 percent of the total
liabilities, of which $103 million is unfunded.
Periodically, in lieu of direct appropriations, GSA

receives authority to finance construction of buildings
from the Federal Financing Bank and the expenditure
of the funds is amortized over a 30 year period. GSA
has almost depleted its authority to borrow and
accordingly has adopted a strategy to relieve this debt
burden. In FY 2002, debt decreased by $89 million.

Liabilities of $1,025 million (18 percent)
were unfunded, i.e., budgetary resources were not
available to cover these liabilities. For most unfunded
liabilities, budgetary resources are reduced in the year
payment is due, in accordance with OMB funding
guidelines. The most significant unfunded liabilities
consisted of $285 million of unfunded capital lease
liability, $192 million in worker’s compensation
actuarial liability, $167 million liability to the Judgment
Fund and $190 million in environmental and disposal
contingent liabilities.

GSA defers the recognition of income on fees
collected for services that have yet to be provided.
Deferred Revenues totaled $244 million at the end of
FY 2002, a decrease of $131 million (34.9 percent)
over the FY 2001 balance of $375 million. This
decrease is due to the Federal Technology Service
eliminating advance billings. Deferred revenues will

continue to decrease as GSA implements OMB’s new
business rules for intragovernmental transactions that
will prohibit GSA from using advance billings for
Federal clients.

Figure 2: GSA Liabilities

GSA LIABILITIES FY 2002

B Accounts Payable

W Debt

W Unfunded Debts / Liabilities
B Deferred Revenues / Advances
W Other Liabilities

Ending Net Position. The Consolidating Statements
of Changes in Net Position reflects those accounting
items that caused the net position section of the balance
sheet to change since the beginning of the fiscal year.
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status of these resources at end of the fiscal year. GSA
had obligations of $21,167 million on total budgetary
resources of $25,890 million. Budgetary resources
increased by $2,898 million (12.6 percent) from 2001
budgetary resources of $22,992 million. Most of the
GSAs funding comes from customers through reim-
bursements to revolving funds for the purchase of goods
and services or as rent paid for space in GSA-owned and
leased buildings. Direct appropriations were also
received from Congress of $195 million to cover such
expenditures as personal property utilization and dona-
tion, real property disposal, critical infrastructure pro-
tection, government-wide policy, and the newly formed
0CSC. Direct appropriations of $433 million were also
received for the Federal Buildings Fund (FBF) for new
construction, primarily for new courthouses, and $149
million from the President’s Emergency Response Fund
to add security and security improvements.

The current funding levels within the FBF
cannot meet the demand for all new construction given
that the demand for new construction dollars is signif-
icantly increasing. Options are limited—for example,
leasing space is often no longer an option for certain
agencies, like the Federal Bureau of Investigations. The
Judiciary has identified a need for new courthouses
totaling $2.3 billion over the next three years. Of this
amount, approximately $1 billion of new facilities are

under design. Also contributing to the demand for
construction funds is the need for new U. S. border

facilities. Since leasing is not a viable option and limit-
ed funds are available within the FBE, additional direct
appropriations will be needed to meet the demand for
construction dollars.

Figure 4: How Funds Were Used

HOW FUNDS WERE USED FY 2002 (IN MILLIONS)

$1,195

$3,180

$1,217
$570
$1,267

Rent

Salaries and Benefits
Information Technology

Cost of Supply Sales
Contracted Services
Depreciation and Amortization
Appropriations Used

Other

The PBS will continue to strive to obtain the
resources necessary to resolve the approximately $5.6
billion backlog of building maintenance and repair
work. This remains one of the PBS’ biggest financial
challenges. To address that challenge, the PBS launched
the PBS Strategy for Restructuring and Reinvesting in
the Owned Inventory. This strategy restructure and
transform our portfolio.

GSA is committed to the President’s
Management Agenda and has been selected by the
Administration to serve as the managing partner on five
of the twenty-four egov initiatives under this agenda.
While GSA is making very good progress on the egov
initiatives, and is working with OMB and partner agencies
to obtain the resources to successfully deliver on these
initiatives given the continued expanding role of egov.

Limitation of Financial Statements

Management prepares the accompanying financial
statements to report the financial position and results
of operations for the General Services Administration
pursuant to the requirements of Chapter 31 of the
United States Code section 3515(b). While these state-
ments have been prepared from GSA's books and
records in accordance with the formats prescribed in
OMB Bulletin 01-09, Form and Content of Agency
Financial Statements, these statements are in addition
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A. Statistical Summary of Performance
Section 2, Internal Control Systems

Prior Years

1997 Report

1998 Report

1999 Report

2000 Report

2001 Report

2002 Report

Total

Number corrected in FY 2002:

Section 4, Financial Management Systems

NUMBER REPORTED FOR THE
FIRSTTIME

FOR THAT YEAR, NUMBER THAT
HAVE BEEN CORRECTED

FORTHAT YEAR, NUMBER
STILL PENDING

47
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Prior Years

1997 Report

1998 Report

1999 Report

2000 Report

2001 Report

2002 Report

Total

Number corrected in FY 2002:

* The two pending non-conformances are not considered to be significant.

NUMBER REPORTED FOR THE
FIRST TIME

FOR THAT YEAR, NUMBER THAT
HAVE BEEN CORRECTED

FOR THAT YEAR, NUMBER
STILL PENDING
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Multiple Award Schedule Program
Federal agencies collectively acquire goods and servic-
es valued at billions of dollars annually through
Multiple Award Schedule contracts. The MAS program
has several problems, which were identified by agency
management and cited in General Accounting Office
and GSA Office of Inspector General audits. First, the
information that GSA receives from vendors to evaluate
prices offered to the Government is not always accurate,
current and complete. Second, agencies that use the
MAS program may not always comply with applicable
ordering procedures.

In previous years, this material weakness
was reported as a high-risk area, because the solutions
necessitated the involvement of the Office of
Management and Budget and, perhaps, the Congress.
Also, the Federal Acquisition Streamlining Act signifi-
cantly altered the conduct of Federal procurement.
Implementation of this law continues to be evaluated as
to the effect on the MAS program.

Currently, correction of this material weak-
ness is being tracked and corrected via OIG internal
audit A83007/F/W/V98000. Milestones in the OIG
audit and material weakness action plan call for GSA
to implement an Offer Registration System within FSS-
Online and complete a review to ensure that the
actions taken are producing the intended results. The

material weakness is scheduled for correction by
April 2003.

Security Enhancements
in Federal Buildings
Improvements are needed in GSA's implementation of
security equipment and structural enhancements rec-
ommended by the Building Security Committees. The
lack of programmatic controls and approaches has
resulted in concerns over the implementation and
reported status of security countermeasures and the use
of designated security upgrade funds for projects that:
(1) did not involve a Committee—recommended coun-
termeasure, and (2) lacked Central Office approval.
Since this material weakness was identified
in FY 1998, GSA has taken a number of steps to imple-
ment security countermeasures and accurately report
their costs. The action item Bring DOJ Report to
Closure is dependent upon actions by the Interagency
Security Committee (ISC), which has not finalized its
Minimum Security Standards for Leased Space. The
ISC has determined that the draft standards require the
review by the private sector. Following this review, the
ISC will have until June 2003 to review and finalize the
draft. The ISC will then coordinate the final draft with
the National Security Council (NSC) and Office of
Management and Budget. Once finalized, PBS will issue

an instructional letter and a GSA order. This process
revises the completion date for bringing the DOJ report
to closure to December 15, 2003.

Upon the final draft being approved by the
NSC and the OMB, an instructional letter and a GSA
order will be issued regarding the standards. After
issuance of the GSA order, six months will be required
to determine if the corrective actions are producing the
intended results. Therefore, the milestone date for
completing the review and closing this material weak-
ness is revised to June 15, 2004.

C. Systems Non-Conformances
As required by Section 4 of the FMFIA, GSA evaluates its
financial management systems annually for compliance
with the Federal financial management systems
requirements identified in OMB Circular No. A-127,
Financial Management Systems.

Based on all review work performed during
2002, it is our conclusion that GSA is in substantial
compliance with the requirements referred to in
Section 4 of the FMFIA and the FFMIA, notwithstanding
the two system non-conformances discussed below.
These system non-conformances relate to the need to
improve entity-wide system security management and
oversight, and the need to improve systems develop-
ment, implementation, and change controls processes.
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The FY 2002 PricewaterhouseCoopers
Electronic Data Processing (EDP) Management Letter
which reviewed GSA systems and application controls
further recommended that GSA's Services and Staff
Offices take additional actions to strengthen network
and application security controls. Appropriate action
plans to address these recommendations are currently
being developed.

Systems Development,
Implementation, and

Change Controls

Additional efforts are still needed to improve controls
relating to system development and implementation
processes at GSA. During the past year, GSA has made
progress in this area. Specifically, the Office of the Chief
Information Officer initiated efforts to update Systems
Development Life Cycle (SDLC) policies, began to
develop an expanded system change management
process and related procedures, and began to develop
a Quality Control Handbook. To complete action on
this issue, the Office of the Chief Information Officer
plans to complete all SDLC policies and procedures,
complete the Quality Control Handbook, and coordi-
nate these efforts with the auditors. The CIO plans to
complete these planned actions by March 30, 2003.

The FY 2002 EDP Management Letter fur-
ther recommended that GSA's Services and Staff
Offices take additional actions to strengthen change
control policies and procedures and develop a sys-

tems development life cycle for several significant
portions of GSAs financial systems. Appropriate
action plans to address these recommendations are
currently being developed.

D. Summary of Additional Issues

During the past fiscal year, GAO issued two reports on
GSA programs that the OIG identified as issues the
Management Control Oversight Council needed to
address to ensure proper recognition of potential prob-
lems. The MCOC discussed these issues and they were
not considered by the MCOC to be material weaknesses.

Customers Being Charged

Higher Fees Than Necessary
GAO  report  GAO-02-734,
Management: Interagency Contract Programs Need
More Oversight, found that despite consistently high
earnings in the schedules program, GSA has not adjusted
the 1 percent contract service fee it charges customers.
Program customers are, in effect, being consistently over-
charged for the contract services they are buying, while
GSA is using excess earnings to support other programs.

entitled  Contract

The report recommends that GSA should
adjust the Federal Supply Schedules program fee to
reflect costs more closely. GSA agreed with the report
findings and has agreed to review alternatives and
determine appropriate fee changes.

Metropolitan Area

Acquisition (MAA) Program

GAO report GAO-02-325, entitled Telecommunications:
GSA Action Needed To Realize Benefits Of
Metropolitan Area Acquisition (MAA) Program,
found that although the MAA contract implementation
is progressing, in most metropolitan areas GSA
remains behind schedule for completion.

The report recommends that GSA should
develop current, realistic time frames for completing
ongoing MAA contract implementations, and it should
develop and apply appropriate performance measures
to monitor and manage the progress of those imple-
mentation efforts.

In response, GSA has developed an imple-
mentation timeline in coordination with FIS regional
and national offices. GSA has also developed perform-
ance measures and established performance tracking
procedures. GSA is currently in the process of compiling
and publishing annually MAA fees charged to customers.
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FY 2002 PERFORMANCE AGAINST PERFORMANCE GOALS

The Journey:

Satisfying Customers Needs

GSA used its mission, values and goals as guideposts
for its journey to become a more dynamic, diverse and
innovative leader in FY 2002. Whether supplying vehi-
cles, security and intelligence personnel to support the
2002 Winter Olympics in Salt Lake City or supplying
firefighting equipment to the firefighters battling forest
fires in the western U. S., GSA’s transformation over the
past year enabled it to become more responsive to its
customers and their needs.

Great customer service means different
things to different customers. It can even mean differ-
ent things to the same customer at different times. For
GSA, great customer service can mean mobilizing to
meet 4 natural or man-made disaster. It can also mean
being a wise counselor to an agency just being created
or reorganized, or it can mean simply being a reliable
source for high quality products and services. The
common thread of all these is trust. GSA must earn the
trust of our customers and the taxpayers or there ceases
to be a reason for us to exist. Here are some examples
of where we believe we have earned trust this year.

Within hours of the September 11th attacks,
GSA was working to bring help in New York and
Washington. GSA associates from all regions coordinated
their efforts and filled thousands of requests for goods

and services, providing hundreds of vehicles, housing
for emergency workers and National Guardsmen,
construction equipment, protective clothing and
search and rescue equipment for months after the
attacks. GSA even received and filled a request from the
NYC Fire Department for burial flags. GSA's support of
the Federal Emergency Management Agency (FEMA)
and its efforts to reestablish Federal offices in New York
City continued well into FY 2002.

Even as GSA met the challenge of providing
constant support to so many agencies, it was simulta-
neously working to reestablish downed telecommuni-
cations in lower Manhattan and the Pentagon. GSA was
able to establish core network services to the Pentagon
within 24 hours and connectivity to all displaced users
in about 60 days. GSA associates worked tirelessly to
reestablish service in New York and, in April 2002, per-
manently restored damaged service lines in the area.

In October, a different threat presented GSA
with unprecedented challenges as letters containing
anthrax began to surface in Florida and on Capitol Hill.
GSA quickly developed emergency contracts for imme-
diate anthrax testing and sampling in 84 government-
owned and leased facilities. Additional contracts
enabled GSA to implement anthrax cleanup require-
ments where necessary. The anthrax attacks might also
have overwhelmed the telecommunications systems for

the Centers for Disease Control and Prevention (CDC)
in Atlanta, Georgia, had GSA not upgraded the center’s
voice and data systems days before the 9/11 attacks.

There are other less dramatic examples of
great customer service. GSA won kudos from the Naval
Sea Logistics Command for our timely response in
relocating the Concord Naval Weapons Center. The PBS
identified new space, built out the space to fit the
Center’s needs, and then coordinated with the FTS for
wiring, cable and power, and the FSS for furniture,
carpeting and office supplies.

The new Transportation Security Administration
was in immediate need of office space at Chicago’s 0’Hare
Airport. GSA quickly worked with Chicago’s Aviation
Department to establish a licensing agreement. GSA also
arranged for temporary furniture and equipment to be
shipped and installed through Multiple Award Schedules.
The FTS supplied telecommunications service, and the PBS
made certain the space was ready for occupancy all within
one month after the initial requirement was agreed upon.

While GSA associates on the East Coast
worked tirelessly to deal with the 9/11 tragedy, GSA
associates in the Southwest coordinated with FEMA to
supply firefighting equipment to the firefighters battling
the forest fires raging in New Mexico and Colorado.
Still other GSA associates responded to the devastation
left by typhoon Chata’an in Guam and Chuuk. The
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Further increases in customer satisfaction

will require more teamwork and continual executive
focus. The PBS recently set up the Office of Customer
Service to better understand the needs of the cus-
tomer and how we can fulfill them. More intelligence
will flow from the newly established network of
regional and national account representatives as they
work with agency leaders to build mutual under-
standing and trust. We have not succeeded until the
customer’s needs have been met in his or her own
eyes and the customer’s mission has been achieved.

GSA's other Services are also proud of their
results. We are developing and delivering creative solu-
tions to meet customers’ needs for products and services,
technology and telecommunications. The FSS uses total
business volume as a indicator of its success in serving
customers. The FSS exceeded their $23.7 billion business
volume of target by $3.6 billion. The top product offerings
were professional services and IT.

Figure 5: Growth in Federal
Agency Usage of FSS Programs
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The FTS is using powerful Customer
Relationship Management (CRM) technology like
the best in the private sector to identify and seize
business opportunities for sales of IT Solutions.
They also provide end-to-end telecommunications
services that meet the local and long-distance needs
of the Federal Government.

Figure 6: Estimated Cost
Savings due to MAA
Implementation and Pricing
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« Under the MAA program for local telephone service,
the FTS awarded six industry partners new contracts
in 26 cities. Savings exceeded the target of $10 million
by $23.5 million.

* Nearly 85 percent of the Federal customer base
benefits from local telecommunications price
reductions through our programs, which saved
them about $36 million.
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Figure 7: Downward Trend in the
Average Line Rate for Local Service
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* Within the long distance arena, the FTS completed the
FIS2000 to FTS2001 transition in early FY 2002. This
effort was the largest telecommunications transition
ever undertaken, and required the change of contract
telecommunications service providers and equipment
at over 50,000 locations government-wide.

* Since 1999, there has been a 60 percent overall
price reduction for the FTS2001 contract relative to
the FTS2000 contract.

* Based on price differences applied to actual minutes
of usage bought by Government customers from the
FIS2001 contract during FY 2002, cost savings for
the FIS2001 domestic outhound Switched Voice
Service (SVS) were $32.8 million relative to the
annual target of $31.3 million.
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The following are examples of PBS asset management
results for FY 2002.

The ratio for potential revenue received
improved by 0.3 percent from 92.4 percent in
FY 2001 to 92.7 percent in FY 2002.
The PBS achieved its target for non-revenue
producing space in Government-owned
properties; holding it at 11.8 percent.

- The PBS missed its target of 3.0 percent for
reducing non-revenue producing leased space

by 0.1 percent.

Figure 8: Percentage of
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Non-Revenue Producing
Space in the Leased Inventory

The PBS will slim down by disposing of
assets that are expensive to operate and maintain,
produce little or no net income to contribute to operations

and reinvestment needs, require significant capital
repairs, or do not serve customer agencies. As of July
2002, the PBS had placed 581 such assets on a watch
list. The watch list contains properties with negative
cash flow whose current and prospective perform-
ance is poor. Ninety-two of these properties are in the
disposal process and 183 are in workout. Workout
involves identifying and selecting specific remedies to
improve cash flow and/or performance. Possible res-
olutions for watch-listed buildings include exchange,
disposal, renegotiated rents, out-lease, conveyance to
tenants, cost containment, and short-term hold. The
portfolio strategy aligns the portfolio with GSA’s
agency-wide goal to deliver best value for customer
agencies and taxpayers.

IT investment, managed by the office of the
CIO, is a vital aspect of asset management. Today
every big enterprise lives or dies based on its IT sup-
port. Developing and managing GSA's IT investment is
critical to achieving GSA’s mission; therefore, the CIO
developed and implemented a model to guide the
selection, control, and evaluation of all GSA IT invest-
ments. This is a more rigorous and structured
approach than we used in the past. We also estab-
lished rules for control of investments, enterprise
architecture, and desktop computer purchases and
support services.

Operate Efficiently and Effectively
GSA's commitment to efficient and effective operations

ties directly to its performance management process.
This process goes beyond what is required by the
Government Performance and Results Act and other
management legislation. It focuses the whole agency
on our Mission, Values and Goals. Improving the
process is a bigger job than we thought it was.
Overall, GSA did not succeed in achieving the agency-
wide goal this year. We were successful on 11 out of
21 goals.

Like many Government agencies, GSA has
made significant strides in improving its operational
management and flattening its bureaucracy. For FY
2003, where we have missed goals, we will develop
and execute remediation plans, improve our meas-
ures, and double our efforts to succeed.

We implemented the Performance
Measurement Tool (PMT) early in FY 2003. The PMT
will permit close monitoring of performance against
targets at all levels of GSA and display and analyze
exceptions. The broad picture of an organization's
performance the PMT paints will help us to spot
trends and areas for in-depth evaluation.
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Major Challenges
The PBS failed to meets its targets on three of six meas-
ures under this agency-wide goal. The PBS should col-
lect sufficient revenue from clients for leased space to
cover the associated costs of those leases. These costs
include payments to the lessors, the administrative
costs of leasing, and operating costs for those leases
requiring depreciation for the PBS funded tenant and
building improvement. The PBS exceeded its target for

net income for operating leases.

Figure 10: Net Income
for Operating Leases
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The PBS failed to meet several of its con-
struction and acquisition of facilities performance targets
for FY 2002. The PBS has revised its internal control
processes, and developed more accurate methodolo-

gies for quantifying its business operations and per-

formance. However, the PBS completed construction of

six new facilities in FY 2002, and finished major

The Six Construction Projects
Federal Building and Courthouse in
London, Kentucky;

Chamblee CDC Environmental Lab

in Georgia;

Montgomery Johnson Annex in
Montgomery, Alabama;

Albany King Courthouse in Georgia;
Stokes Courthouse (shown here) in
Cleveland, Ohio;

Hammond, Indiana Courthouse, which

received a GSA Concept Award.

repairs and alterations on an additional four facilities.

The OGP developed several government-
wide management information systems to support
decision-making in the management of property, tech-
nology, and administrative services. For FY 2002, the
OGP exceeded its goal for the number of agency pro-
grams that participate in these systems by more than
200 percent. The OGP also provides policy frameworks
through issuance of policies and guidelines for the man-
agement of property, technology and administrative serv-
ices. In writing these policies and guidelines, the OGP
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The Four Major Repairs

and Alterations Projects

Interstate Commerce Commission-Customs
in Washington, DC;

Woodlawn Social Security Administration
Annex;

Menlo Park USGS1 project;
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commitment to sound financial management to achieve
the President’s Management Agenda.

Maintain a World-Class Workforce
and World-Class Workplace

GSA achieved or exceeded its performance goals on
the measures under this agency-wide goal. GSA's suc-
cess on this goal was due to the leadership of the CPO
to improve planning and execution of HR business
processes. The CPO developed an agency-wide
Human Capital Strategic Plan that aligned the
President’s Management Agenda with the mission and
program objectives in GSA's overall Strategic Plan. In
the early stages of formulating the plan, we focused
on three key HR processes--recruiting, developing,
and retaining the highly skilled associates needed to
operate our programs. The Services and Staff Offices
were then able to work on office-specific plans to
augment the agency-wide plan complete with metrics
that identified and defined mission critical occupa-
tions and competencies.

Recruiting a World-Class Workforce

Federal jobs have not been a prime choice of the
MTV generation keeping young talent from our
doors. In a highly competitive recruitment market,

GSA must not only compete with the private sector,

but also clearly show how we are different and better

than other Federal agencies. Therefore, we devel-
oped a strategy which emphasizes the opportunities,
benefits and vast number of career choices within
GSA, telling recent and upcoming college graduates,
You Can Do That Here. We invite graduates to be
part of what will be a world-class workforce. In addi-
tion, GSA launched an automated recruiting system
GSAJobs. The system speeds up the recruitment and
selection process and allows people to apply elec-
tronically. The results yielded increased applications,
and allowed the human resource staff to devote more
time to serving job applicants.

In addition to the programs developed by
the CPO, the CFO hired twenty-five new associates
under the Financial Management Specialist (FMS)
Program. They start in an extensive training program
that includes a two-year certification program and
rotational assignments in each of GSA's financial
organizations. These men and women may ultimately
hold financial jobs in any part of GSA, not just the CFO.

Training a World-Class Workforce

Once new associates are on the job, training makes
them more productive and encourages them to stay.
GSA’s On-Line University (OLU) is the most cost-effec-
tive weapon GSA has in its training arsenal to help our
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associates learn. The CPO works with business part-
ners to identify, develop and refresh available courses.
The addition of new courses geared towards helping
associates better contribute to the achievement of
GSA's mission and goals increased overall usage of
OLU in FY 2002. Total registrations were 24,959.
While many of the course registrations are attributed
to mandatory course offerings such as ethics training,
the OLU registrations for elective courses also
increased. Elective registrations were 3,903—a
17.66 percent increase over FY 2001.

The Clinger-Cohen Act requires enhancing
the skills and knowledge of our acquisition workforce.
GSA launched the Applied Learning Center for acquisi-
tion associates in FY 2002. This augments the tradi-
tional training and education process by allowing
acquisition associates to demonstrate "applied learn-
ing" in both simulated and real life scenarios. Pilot
development began in May 2002 and will run to April
2003. The GSA Office of Acquisition Policy works in
concert with the CPO to consistently address skill gaps
for Mission Critical Occupations (MCO) in the acquisi-
tions field and related fields such as real estate and IT.

Developing competency models is essential
to productive recruitment and training programs for
critical occupations. To that end, GSA is working with
cross-agency teams within the PBS and the CIO to
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Carry Out Social, Environmental,
and Other Responsibilities as a
Federal Agency

As a Federal agency, GSA must be a good neighbor
and steward. The activities that support these respon-

sibilities cover a wide range, from improving access
for small businesses to provide goods and services to
the government to increasing the magnitude, quality,
and outreach of Federal information. GSA succeeded
in accomplishing this goal in FY 2002—successfully
reaching targets on 8 of 11 measures.

Our Social Responsibilities

GSA supports jobs for people who may need extra
help or a special workplace through programs such
as the Javits-Wagner-O'Day. We support the rehabil-
itation of prisoners through the Federal Prison
Work program. But perhaps our greatest impact in
the community is through promoting opportunities
for small businesses with the Federal Government,
resulting in jobs and economic well-being for thou-
sands of Americans. GSA's Office of Enterprise
Development works hard with the small business
community to enhance the opportunities for small

businesses to obtain Government contracts for their
products. Working together with the Small Business
Administration, the OED develops targets that

broaden the number of competitors for procure-
ment opportunities. Overall GSA achieved its goal
for FY 2002 based on preliminary data. The FSS
small business volume increased by $1.9 billion;
however the increase was not enough for the FSS
meet it target of 34.88 percent of total business vol-
ume. The FSS contracting personnel will continue to
use contractor visits to assist small businesses in
seeking opportunities.

Figure 11: Percentage of FSS

36%
30%
24% 28.17%
18%

12%

6%

0%

33.10% 83,73%

30.56%

FY 1999 FY 2000 FY 2001 FY 2002

Socioeconomic Business Volume

Helping better the quality of life for Federal workers is
important to the PBS. One way the PBS works to
achieve that objective is by providing childcare centers
in Federal buildings. The PBS continues to encourage
parents to take advantage of the Federal childcare sub-
sidy program. The availability of affordable childcare
can be an incentive for recruiting parents with young
children. The PBS helps centers seek accreditation to
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show its facilities are among the best within the com-
munity. The Service met its participation target, but
narrowly missed it accreditation goal.

The OGP succeeded in meeting its target for
increasing the number of agency programs meeting
their social and environmental responsibilities for areas
that pertain to GSA. For example, the OGP works to
increase IT accessibility to Government for people with
disabilities. In this role, the OGP assists both Federal
agencies and the private sector in meeting the goals of
Section 508 of the Rehabilitation Act. This might
include, for instance, making it possible for blind peo-
ple to use the Internet. GSA's Buy Accessible Web site
Section508.gov allows information and assistive tech-
nology vendors to post product and service descrip-
tions. The Web site provides a convenient marketplace
for Federal purchasers and vendors to transact business
and meet the needs of America’s special populations.

The OCSC provides multi-channel public
access to Federal information. GSA obtains this infor-
mation from other Federal agencies and distributes it
to members of the public as they request it. They mon-
itor public access points (callers to the call centers,
Web site visitors, and mail requests) to ensure that the
OCSC is providing services in the appropriate medium.
The traffic to the FirstGov Web site in FY 2002 was
impressive with over 90.1 million page accesses.
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POLICE |

GSA continues to take
proactive steps to reduce threats
to its facilities and tenants.
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PBS PERFORMANCE GOAL: Keep the cost for new GSA leased
office space at or below each of the four market ranges
(categories) being tracked.

MEASURE: Cost for leased space relative to the market for
each of the four categories.

4th Quarter Cost of Leased Space Relative to Market
(Average fully serviced office lease PBS cost/sq.ft.)

$50.00
$43.75
$37.50
$31.25
$25.00
$18.75
$12.50

$6.25

$0.00

GSA
INSIDE CBD, CLASS A

GSA
OUTSIDE CBD, CLASS A

$50.00
$43.75
$37.50
$31.25
$25.00
$18.75
$12.50

$6.25

$0.00

GSA

INSIDE CBD,

$50.00
$43.75
$37.50
$31.25
$25.00
$18.75
$12.50

$6.25

$0.00

CLASS B

GSA

OUTSIDE CBD, CLASS B

$50.00 —

$43.75
$37.50
$31.25
$25.00
$18.75
$12.50 —

$6.25 —

$0.00 —

GSA Average:
Industry low:
Industry high:
Leases:

$27.36
$23.24
$41.69
246

W SIOR Range

1. Class A space inside a Central Business District (CBD). Class A space is defined
as excellent location, high-quality tenants, high quality finishes, well-maintained,
and professionally managed.

2. Class A space outside a CBD.

The data section discusses these systems as data sources.
* Not an established measure.
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GSA Average:
Industry low:
Industry high:
Leases:

$22.92
$17.60
$29.41
123

GSA Average:
Industry low:
Industry high:
Leases:

$25.25
$22.42
$30.68
68

GSA Average:

Industry low:

Industry high:
Leases:

$22.53
$17.84
$27.96
30

3. Class B space inside a CBD. Class B space is defined as good location, profes-

sionally managed, fairly high-quality construction, and tenancy.

4. Class B space outside a CBD.
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FTS PERFORMANCE GOAL: Provide customer satisfaction

FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
with FTS products and services, delivery reliability, 80% 76% NA 74% 4%
and performance quality.
MEASURE: Percentage of satisfied customers as indicated
on the annual customer survey.
+The FTS did not conduct a survey in FY2001
FTS PERFORMANCE GOAL: Foster competition FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
N/A* NA 70% 275% 70%

MEASURE: Percentage of Task and Delivery Orders subject
to fair opportunity.

WHY WE MISSED THE TARGET: The number of logical follow-on task orders and orders
applying other exceptions resulted in a 70 percent rate of achievement rather than

the target of 75 percent. The Client Support Centers will increase efforts to lower the
number of logical follow-on orders during FY 2003.

FTS PERFORMANCE GOAL: Assist customers in achieving signifi- FY 1999 ACTUAL
cant savings in the acquisition of products and services. N/A*

MEASURE: Estimated cost savings due to MAA implementa-
tion and pricing,

The data section discusses these systems as data sources.
* Not an established measure.

U. S. GENERAL SERVICES ADMINISTRATION 2002 ANNUAL PERFORMANCE AND ACCOUNTABILITY REPORT 47

FY 2000 ACTUAL FY 2001 ACTUAL
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0GP PERFORMANCE G0AL: Ensure adoption of Federal Premier FY 1999 ACTUAL
Lodging Program (FPLP) within the 77 target markets. N/A*

MEASURE: Number of room nights under FPLP contract.

WHY WE MISSEDTHETARGET: The OGP missed the target due to having more offers for par-
ticipation than the contracting officers could handle during the fiscal year.
Solicitations for 18 locations have closed with an overwhelming response from the
lodging industry. The OGP was expecting an average of 10 to 20 offers from each loca-
tion. However, over 600 offers were received from properties in these 18 locations
— an average of 33 offers per location. Consequently, due to the amount of time need-
ed to collect the required documents and information from each property, the con-
tracting office has had to slow down its award making progress.

On October 1, 2001, the first two awards were made under the FPLP in Denver
and Chicago. We have since made contract awards in 17 metropolitan areas repre-
senting approximately 230 individual contracts with properties. We are currently in
the process of evaluating additional locations.

The data section discusses these systems as data sources.
* Not an established measure.

FY 2000 ACTUAL FY 2001 ACTUAL
N/A N/A

FY 2002 TARGET
165,355

FY 2002 ACTUAL
105,932

NEXT STEPS: FY 2003 Target has been revised from 550,000 to 330,000. Those awards
not made in FY 2002 will be made in FY 2003. The original usage target of 550,000
for FY 2003 did not anticipate the response of the lodging industry. Original target was
based on the assumption that all of the awards would have been made in FY 2002.

All contract awards in the remaining locations should be made during the 2nd
quarter of FY 2003. The first quarter will see awards being made in 18 locations
where solicitations have closed and offers have been received. In addition, new solic-
itations for FPLP locations in California and Texas will be released in the first quarter
with awards being made in the 2nd quarter of 2003, GSA will also be looking to part-
ner with an appropriate activity to begin expanding FPLP to include conference/meet-
ing lodging and services.
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0GP PERFORMANCE GOAL: Increase the number of agency FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
programs using OGP performance measures. N/A* NA 218 300 380
MEASURE: Number of agency programs that use OGP
performance measures.
CFO PERFORMANCE GOAL: Meet the OMB targets for study
and direct conversion of FTE’s as shown in latest FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
GSA FAIR Act Inventory. Number of FTE

Ty. sk N/A* NA NA 367 FIE 398 FTE
MEASURE: Number of FTE positions studied and
dollass saved. Dollars Saved N/A N/A N/A $2.00M $2.07M
CI0 PERFORMANCE GOAL: Maintain a 95 percent customer FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
satisfaction rating in services provided. N/A* NA NA 95% 84%

MEASURE: Percentage of customers rating service and
support provided by the CIO as highly effective.

WHY WE MISSED THE TARGET: The CIO conducted three surveys of its GSA internal cus-
tomers in FY 2002. One survey was aimed at GSA associates, as users of services that
the CIO provides to GSA. The second survey was aimed at professional IT associates
and other associates who deal with the CIO in coordinating, ordering, or otherwise
managing IT in GSA. A third survey went to the customers of the CI0 managed
Desktop Management Services contractor in the Central Office. The results of those

The data section discusses these systems as data sources.
* Not an established measure.

surveys, combined with the day-to-day feedback from customers of the Desktop
Management Services have provided the CIO with a basis for its customer satisfaction
score. The CIO expects that performance will improve in FY 2003 especially for those
customers of Desktop Management Services as the contract moves into its second
year, and early coordination issues have been resolved.
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PBS PERFORMANCE GOAL: Reduce the non-revenue producing
space in the leased inventory. 3.7%

FY 1999 ACTUAL

MEASURE: Percentage of non-revenue producing space in
leased inventory.

WHY WE MISSED THETARGET: The PBS missed its target of 3.0 percent leased non-revenue
producing space (NRPS). However, by the end of the calendar year this score should
significantly improve. The PBS has six large unbilled leases included in this measure
that make up 24 percent of the PBS’s total leased NRPS. Half of these leases are expir-
ing and will drop off the inventory by December 2002. The other half of vacant leases

FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
3.3% 2.7% 3.0% 3.1%

are newly assigned and billing will begin in the first quarter of FY 2003. The PBS con-
tinues to aggressively market vacant space and utilize outleasing opportunities. In FY
2002, the PBS made signed occupancy agreements mandatory to help the PBS elim-
inate gaps between the time when space becomes available and when a revenue
stream begins.

PBS PERFORMANCE GO0AL: Improve the annual cycle time for

FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
properties that are subject to the Federal Property and N/A* NA 174 Days 327 Days 232 Days
Administrative Services Act of 1949.

MEASURE: Annual cycle time of properties subject to 1949

Act in days from report of excess until property awarded.

PBS PERFORMANCE GOAL: Dispose of excess property FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
efficiently and effectively. 15:1 16:1 181 17:1 22:1

MEASURE: Ratio of dollar returned to dollar spent.

The data section discusses these systems as data sources.
* Not an established measure.
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CI0 PERFORMANCE GOAL: Improve IT capital planning and FY 1999 ACTUAL
Investment Control, and Implementation. N/A*

MEASURE: Percentage of major IT investment projects that
are within 10 percent of planned cost and schedule.

WHY WE MISSED THE TARGET: During FY 2002, the Office of the Chief Information Officer
made a concerted effort to monitor and assist the services and staff offices and to
increase the level of awareness at all levels of the need to control cost and schedule.
As part of its efforts to monitor major IT projects, the CIO published within GSA the
IT Capital Planning and Investment Control Guide; conducted IT Investment and
Capital Planning Reviews; reviewed and analyzed service and staff office IT capital
spending plans; participated on the Pegasys Quality Assurance Team; and solicited

FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL

N/A NA 100% 82%

the services and staff offices for GSA specific improvements to enhance I-TIPS sup-
port of GSA processes.

NEXT STEPS: The Office of the Chief Information Officer expects performance will
improve during FY 2003 due to both the concerted effort to monitor services and staff
offices and an increased awareness of the need to control cost and schedule.

Operate Efficiently and Effectively

PBS PERFORMANCE GOAL: Maintain operating costs in office
and similarly serviced space at 16 percent below private

FY 1999 ACTUAL

18% below
sector benchmarks.

MEASURE: Percentage of difference between GSA's operating
costs per rentable square foot for office and similarly
serviced space and private sector costs.

The data section discusses these systems as data sources.
* Not an established measure.
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PBS PERFORMANCE GOAL: Reduce the cost escalation rate for ‘ FY 1999

FY 2000 IN PROGRESS | FY 2001 IN PROGRESS FY 2002 TARGET FY 2002 IN PROGRESS
new construction projects to 1 percent.

0.8% 5.7% 2.3% 1.0% 7.3%

MEASURE: Construction projects cost escalation rate.

WHY WE MISSED THE TARGET: A new method of measurement is applied in FY 2002. Itis o measure cost escalation in this manner will be captured beginning November 2003

preferred because it measures the cost escalation of all projects over $10 million and is not available for this year’s report.
instead of the limited number of projects completed in just one year. The data needed

PBS PERFORMANCE GOAL: Improve the percent of repair [ Fy 1999 ACTUAL

FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
and alterations projects completed on schedule. 69%

80% 80% 82% 87%

MEASURE: Percentage of R&A projects completed
on schedule.

The data section discusses these systems as data sources,
* Not an established measure.
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FSS PERFORMANCE GOAL: Reduce operating costs.

FY 1999 ACTUAL

) $0.3065
MEASURE: Cost per mile.

WHY WE MISSED THE TARGET: The FY 2002 cost-per-mile target, established in FY 2000,
reflects estimated inflation at that time. At the end of FY 2002, the actual inflation-

FY 2000 ACTUAL
$0.3326

FY 2001 ACTUAL
$0.3533

FY 2002 TARGET
$0.3611

FY 2002 ACTUAL
$0.3655

based target calculates to $0.3716 and the actual cost-per-mile is $0.3655.

FTS PERFORMANCE GOAL: Ensure cost efficiency of operations. FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
75.3% 95.8% 93.8% 1.0-96.0% :

MEASURE: Operating expenses as percentage of gross margin. . e

FTS PERFORMANCE GOAL: Assist customers in achieving signifi- FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL

cant savings in the acquisition of products and services. N/A* N/A N/A >10% 6.3%

MEASURE: Percentage of dollar savings between
Independent Government Cost Estimates and
award amounts.

WHY WE MISSED THE TARGET: This measure was established in FY 2002. Actual results for
prior fiscal years were not available so the initial target was set at savings of greater than
10 percent. Based on actual 2nd quarter FY 2002 results of 4.5 percent savings, the

The data section discusses these systems as data sources.
* Not an established measure.

FY 2002 target appears to be too aggressive. The FY 2003 target has been adjusted to
7 percent savings.
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0GP PERFORMANCE G0AL: Improve clarity of the OGP’s FY 1999 ACTUAL
policies, regulations and guidelines. N/A*

MEASURE: Number of regulations issued in plain language.

WHY WE MISSED THE TARGET: The OGP missed our FY 2002 target by about 35 percent.
We overestimated the total number of regulations, guidelines, and agency directives
within the OGP’s sphere of influence that were necessary to publish in FY 2002.
Several policies and regulations the OGP had planned to publish in FY 2003 were
delayed because of the regulatory process, and circumstances outside of its control.
In addition, the OGP has revised the scope of this measure in terms of the range of
policy publications we should count. The OGP previously only counted official regu-

FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
NA NA 32 20

lations and policies. The measure for FY 2002 added informal guidelines and other
policy-related publications. The change made the data collection process confusing,
but we are working to improve the measure, as well as the collection process.

NEXT STEPS: We have addressed the measurement and data collection issues. We expect
to exceed the target for FY 2003.

0GP PERFORMANCE 60AL: Expand functionality of shared FY 1999 ACTUAL
management information systems to allow for better N/A*
decision-making in Government management of property,

technology, and administrative services.

MEASURE: Number of agency programs that participate in
the OGP’s shared management systems to support deci-
sion-making in management of property, technology, and
administrative services.

The data section discusses these systems as data sources.
* Not an established measure.
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CFO PERFORMANCE GOAL: Increase the percentage of vendor
invoices received by Electronic Data Interchange through

the Internet.

FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
12% 12% 24% 28% 35%

MEASURE: Percentage of electronic invoices received. MNM,
S h | 24%
10% 2% ° 12% *
0%
FY 1999 FY 2000 FY 2001 FY 2002
CFO PERFORMANCE GOAL: Increase the percentage of invoices FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
collected through Treasury’s On-line Payment and 82% 85% 88% 89% 89%

Collection System.

MEASURE: Percentage of invoices collected on-line.

The data section discusses these systems as data sources.
* Not an established measure.
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Ensure Financial Accountability

PBS PERFORMANCE GOAL: Generate a capital investment

contribution of 4.2 percent of the Functional Replacement Contribution
Value of the owned inventory in FY 2002 and 4.4 percent Percentage of FRV
in FY 2003.

MEASURE: Contribution available for capital as a percentage
of FRY.

The primary source of revenue to the Federal Buildings Fund is rental
receipts from tenant agencies. The majority of the revenue is used to operate
buildings and to lease space. The remaining revenue “contributes” to capital
investment, basic repairs, modernization and new construction. To the extent that

FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
$1,200M $1,200M $1,200M $1,400M $1,400M
4.1% 3.7% 3.5% 4.2% 4.3%

the PBS is successful in maximizing revenue and reducing expenses, it generates
this “contribution.”

FSS PERFORMANCE GOAL: Minimize the variance between planned

and actual costs by accurate forecasting and pricing. Plazned
MEASURE: Planned vs. actual cost o
Variance

WHY WE MISSED THE TARGET: The Supply and Procurement business line experienced a
higher than planned business volume for FY 2002. The 2002 fire season was the sec-
ond largest in the past 50 years, resulting in higher than planned fire suppression

The data section discusses these systems as data sources.
* Not an established measure.

FY 1999 FY 2000 FY 2001 FY 2002 TARGET FY 2002

$3,038M $3,063M $3,141M $3,171M

$3,177M $3,136M $3,146M $3,398M
4.58% 2.38% 0.16% -3.00 to +3.00% 7.15%

equipment business volume. As total cost includes cost of goods sold, the variance
was adversely affected.
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FTS PERFORMANCE G0AL: Improve the financial condition

FY 1999 FY 2000 FY 2001 FY 2002
and solvency of the Information Technology Fund. Planned $4,195M $4,838M $5,850M $6,322M
MEASURE: Revenue planned vs. actual A $3,607M $5,063M $6,218M $7,091M

Goal +/- 2.5% of plan -11.9% 4.7% 6.3% 12.2%

WHY WE MISSED THE TARGET: Actual revenue exceeded the target by 12.2 percent. This Regional IT Solutions business unit and Regional Telecom business unit higher than
favorable variance is primarily attributed to a significantly larger customer base in the planned due to Department of Defense participation under the WITS2001 contract.

FTS PERFORMANCE GOAL: Improve the financial condition

FY 1999 FY 2000 FY 2001 FY 2002
and solvency of the Information Technology Fund. Planned -$91.9M -$107.4M -$81.7M -$8.1M
MEASURE: Net operating result plan vs. actual s g R e i

Goal +/- 2.5% of plan 82.6% 48.6% 28.9% 333.3%

WHY WE MISSED THE TARGET: Net operating results were significantly over plan due
primarily to the resolution of prior year contract disputes.

The data section discusses these systems as data sources.
* Not an established measure.
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CFO PERFORMANCE GOAL: Have no internal control material

FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
weaknesses and eliminate reportable conditions for N/A* NA NA 0 o
financial and non-financial components identified in
the auditor’s Management Letter.
MEASURE: Zero internal control material weaknesses
(financial and non-financial components).
CFO PERFORMANCE GOAL: Increase the percentage of vendor FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
payments by electronic media such as Electronic Funds 62% 71% 79% 80% 81%
Transfer and purchase credit card.
. . . 100%
MEASURE: Percentage of invoices paid electronically. b
80% —l 51%
0%
60%
50%
40%
30%
20%
10%
0%
FY 1999 FY 2000 FY 2001 FY 2002

The data section discusses these systems as data sources.
* Not an established measure.

U. S. GENERAL SERVICES ADMINISTRATION 2002 ANNUAL PERFORMANCE AND ACCOUNTABILITY REPORT 69




140d34 ALITIEVLNNODOY ANV IDNVIWHO4H3d TVNNNY 3002 NOILVHLSININGY SIDIAYIS TVHINID 'S'N 0L

quawaAoxduwr Sumpasu seare ) 10 sueyd
uondE JudWadwI 0} ANURUOD 1A JHO A, TLI[D 10U dIE 108 ()6'¢ ) SUNIIYIE
10U 10§ Sasned Y ‘ssaxfoxd JUEOXD SB [L°¢C 01 OF'¢ WOy Juawaroxdwr ay) ey

VA 06°¢ 0%'¢ VN
YNLIV 2002 A4 1394VL 2002 Ad VNLIY 1002 A4 VNLIV 000Z A4

'9NSeaW Pays!|qe}sa ue JoN «
‘S80IN0S BlEP SE SWa}SAS 9say} SaSSNOS|p UO(303s elep ay |

PAIAPISUOD BIEP AY) PImdIAdI et} urea) dnjjeo ay) YSnoyy 1981 yolans AISSaIS3e
U SEA (6°€ JO [20S Y, DUTWIAAP 01 JMDIP ST SIY) J0j ISNED 1TXd A, ‘siutod 07
Aqy8nox 10 ‘yuaoiad ¢ £q 198181 Z00Z Ad SI PISSIW dOO YL ‘LIIHVLIHL GISSIN IM AHM

faarns z1Q) dny[eo ay) UO 21008 UEAW PULIS [BJO, :IHNSYIW

SN faans 710
YNLIY 6661 Ad dnpren 3y uo 21008 [[e1aA0 dr0xdw] 11709 JINYIWH0443d dI0

d90 2y Pm Juswdoppadp LHudnadwod 0y yorosdde paimonns
a1ow & Surdopaap Aq aduewiiopad dmo Fuaoxduwr 0) PaNIWWOD ATL A\ PISSIW SEM
19812) Teurduio oy ySnoy) usAd $S200NS JO 32I9P JAYSIY B SI YOIYM JUSWIAIYDIE JO
[9A9] 1u201ad 9g ue syuasaxdor syuawaImbal LHualadwod 2100 Furysydwoddor seare

9 /s VN VN
TVNLIY 200¢ A4 1394Y1 2002 Ad VNLIY 1002 Ad VNLIY 0002 A4

weagoad 9 jo Jaquinu [enIoE Ay, ‘sea e weasord 490 L 21 2194 ‘Apuaiimy doo 2y
unpis syuawaambal £ualadwiod 9100 Jo [9A9] 1UadIad ()L B 9AIMYIE 0) PIPUDIUT SEM
10821 Ay, “seare weadoad (1 pey 49O 2y ‘paroaload sem £ jo 198181 91 U VSH JO
SEAIE J210 0JUI 90 ) Jo sured Jnpds aey ey} sofe uoneziues1091 0} anp Ajdre|
st yorym ‘vare weadoxd auo Aq 1981e) ay) PassTu gHO YL :LIIHYL IHL AISSIW IM AHM

‘sjuawambax Audjadwod 2100

PAYSTIqeISa (i Seare weadodd g90 Jo Jaquiny :3nsyIN

Kiqisuodsar 5,490 9y} UTIA SeaTe weidoad 10§
*V/IN SPIEPUBIS IPIM-JUIUILIDA0S PUE SaPURAW0D [eIoudd
TYNLOY 6661 A4 PuU [221UYD9) 910D YSIqeISH 11v09 JINYINY0443d d90

22 |d)}I0p\ SSB|D-PI1OM PUR 3210} IOM SSB|D-P|IOM B ulejule|y




CPO PERFORMANCE GOAL: Increase use of On-Line University as ‘ FY 1999 ACTUAL

FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
a cost-effective method to improve employee skills.
. N,ﬁ.a 6,410 15% increase 24,959
baseline 182% increase over FY 2001 290% increase
MEASURE: Percentage of increase in number of registrations.
CPO PERFORMANCE 60AL: Increase professional competency of FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
GSA's acquisition workforce as determined by the Clinger N/A* N/A NA N/A NA

Cohen requirements.

MEASURE: TBD

GSA began working on an Applied Learning Center for acquisition associates in
FY 2002 and will continue work in FY 2003. GSA plans to develop a pilot of an applied
learning concept that augments the traditional training and education process by
allowing its acquisition associates to demonstrate “applied learning” in both simulated
and real life scenarios. Pilot development began in May 2002 and will run from
January to April 2003. The project is on schedule. The procurement of vendors for

The data section discusses these systems as data sources.
* Not an established measure.

the pilot is in the final selection stages. If the pilot is successful, GSA intends to expand
the concept on an incremental basis throughout the agency. The Office of Acquisition
Policy has the lead on this effort in GSA. The CPO is assisting them in this effort and
ensuring that there is some level of consistency in how we address the skills gaps for
our Mission Critical Occupations. Our acquisition workforce has been determined to
be one of our MCO’s.
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CPO PERFORMANCE GOAL: Develop competency models for key
information technology positions. N/A*

FY 1999 ACTUAL

MEASURE: TBD

The CPO has consulted with the OPM to conduct a competency model for the IT
Occupational Series and all ten-specialty areas. The CPO pulled together focus groups
comprised of Subject Matter Experts to rate the competencies for the 2210 series. In
each focus group there was a representative from each of the GSA Services and Staff
Offices that provided input to the process. The OPM identified the competencies that
were rated as important in the Government-wide data for each specialty area and
grade level group — entry (grades 5-7), intermediate (grades 9-11), full perform-
ance (grades 12-13), and senior expert (grades 14-15). The OPM included compe-
tencies in the competency model if they received an importance rating, averaged
across supervisor and incumbent ratings of importance, of 3.5 or greater on a 5-point
scale (1 = Not Important, 2 = Somewhat Important, 3 = Important, 4 = Very
Important, 5 = Extremely Important). The process was very intense but the outcome
allowed GSA to see an “as is” IT competency model for each of the ten specialty areas.

The data section discusses these systems as data sources.
* Not an established measure.

FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
NA N/A N/A N/A

The CPO presented these materials to the GSA CIO Council who will provide
feedback on the results. The next step is to work with senior CIO managers to develop
a “to be” model. Once this is accomplished, we intend to provide an automated tool
to allow associates to determine their skill gap.

The CPO supported the CIO in a GSA-wide survey conducted this year to assess
the IT competency level of Executives and Senior Managers. The survey results were
shared with the CIO. The CPO will participate in a focus group session with Services
and Staff Offices, CIO’s and senior staff to review the results and consider next steps.

The CIO has the lead on this effort in GSA. The CPO is assisting them in this effort
and ensuring that there is some level of consistency in how we address the skills gaps
for our Mission Critical Occupations. Our information technology workforce has
been determined to be one of our Mission Critical Occupations.
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Carry Out Social, Environmental, and Other Responsibilities as a Federal Agency

PBS PERFORMANCE GOAL: Improve energy reduction in

FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
standard facilities from 20 percent below the FY 1985 17.3% 20.0% 18.4% 20.0% 22.5%
baseline in FY 2002 to 22 percent below in FY 2003.
MEASURE: Percentage energy reduction from the
FY 1985 baseline.
PBS PERFORMANCE GOAL: Maintain the number of children of FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
Federal employees who receive care at GSA childcare centers. 55% 56% 56% 56% 56%
MEASURE: Percentage of children from Federal families
receiving care in GSA childcare centers.
PBS PERFORMANCE GOAL: Achieve 100 percent accreditation of FY 1999 ACTUAL FY 2000 ACTUAL FY 2001 ACTUAL FY 2002 TARGET FY 2002 ACTUAL
all eligible GSA childcare centers. 70% 88% 83% 88% 86%

MEASURE: Percentage of eligible child cares centers accredited.

WHY WE MISSED THE TARGET: The popularity of this accreditation program in the private
sector has created long delays. The process currently takes as long as ten months, six

The data section discusses these systems as data sources.
* Not an established measure.

months longer than originally projected. Accreditation of GSA childcare centers contin-
ues to be a high priority and GSA is working with the remaining centers to achieve it.
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FTS PERFORMANCE GOAL: Raise level of awareness of
information security across the Federal Government.

MEASURE: Number of agencies reporting to FedCIRC
from each Tier.

Tier 1
Reporting Target

Number of Agencies
Targeted for Reporting

Total Agencies
Reporting

WHY WE MISSED THE TARGET: We missed our target even though FedCIRC representatives
met with forty targeted agencies, and agencies that scored low regarding compliance.
We emphasized the importance of partnering with FedCIRC, and the necessity of

FY 1999

NA*

N/A

FY 2000

NA

N/A

FY 2001

N/A

31

FY 2002
TARGET

42
21

FY 2002

10

reporting computer security incidents. We continue to actively meet with targeted
agency representatives to encourage partnering.

0GP PERFORMANCE GOAL: Increase the number of agency

programs meeting their social and environmental
responsibilities in areas of the OGP responsibility.

MEASURE: Number of agency programs meeting their social and
environmental responsibilities in the OGP program areas.

The data section discusses these systems as data sources.

* Not an established measure.

FY 1999 ACTUAL
N/A*

FY 2000 ACTUAL
NA

FY 2001 ACTUAL
NA

FY 2002 TARGET
NA

FY 2002 ACTUAL
4
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OED PERFORMANCE GOAL: Meet or exceed goal of providing
. - . FY 1999 FY 2000 FY 2001 FY 2002 FY 2002
contracting opportunities to small businesses. ACTUAL ACTUAL ACTUAL TARGET ACTUAL'
Small Business 41.5% 40.3% 40.09% 40.0% 40.16%

MEASURE: Achieve or exceed GSA-wide small business
procurement goals.

+ This measure reflects overall program performance. It is the only measure counted in the determination
of whether GSA meets the GSA-wide goal. Numbers presented in the FY 2002 Actual column are prelimi-
nary and subject to verification within GSA as well as by the Small Business Administration.

The data section discusses these systems as data sources.
* Not an established measure.
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LETTER FROM THE CHIEF FINANCIAL OFFICER

On August 5, 2002, I
joined GSA as the Chief
Financial Officer. My
new associates and I
welcome the many
challenges that face
financial management
today and I know that
the GSA CFO organiza-
tion will play a vital role

Kathleen Turco

in creating a successful future for GSA.

During fiscal year 2002, GSA continued to
make substantial progress in improving our manage-
ment accountability over the resources entrusted to
us. This is reflected by the clean audit opinion for the
15th straight year on our audited financial statements.
The CFO organization has been tasked by the
Administrator to manage two of the five government-
wide initiatives for the President’s Management
Agenda. During FY 2002, we initiated plans and targets
to address “getting to green” as part of our overall
Federal financial management program at GSA. We
also actively pursued and were awarded a lead role in
the Office of Personnel Management's E-Payroll pro-
gram. The E-Payroll program will allow the CFO Office
to service a number of additional agencies in partner-

ship with the Defense Finance and Accounting Service.

By expanding GSA's payroll services the Government as
a whole will save money.

In addition to the audited financial state-
ments, this Performance and Accountability Report
provides the financial and program performance
results on how well GSA has achieved its strategic and
performance goals as well as a discussion of the most
serious management challenges facing the agency.
This year’s results reflect our aggressive approach
and our firm commitment to improved financial and
program performance.

We recognize that to better service our
Federal clients, we need accurate data and that accu-
rate data makes for better decision-making. Ensuring
that data is current and reliable is a critical goal for
the agency. In our pursuit of this goal, effective
October 2002 we are pleased to report that GSA has
completed its conversion to its new Joint Financial
Management Improvement Program compliant financial
system we refer to as Pegasys. Our implementation of
Pegasys also makes GSA fully compliant with the
Federal Managers’ Financial Integrity Act and the
Federal Financial Management Improvement Act
requirements for use of the Standard General Ledger
at the transactions level.

To further meet the President’s Management
Agenda’s “Improve Financial Performance” initiative

]
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GSA has successfully implemented a pilot audit recov-
ery program which identifies overpayments and the
failure to take deductions on payments made to com-
mercial vendors. Under this program, the contractor is
paid based on the actual amount of funds collected by
GSA. Plans include expanding the pilot program to
include reviewing all contracts GSA-wide.

We also have in place a Quality Assurance
Program at each of our payments centers to accurate-
ly assess their payment performance and to gather
accurate and reliable data for reporting on the
agency's compliance with the Prompt Payment Act.
During this fiscal year, an independent review was
conducted of our Heartland Finance Center’s Quality
Assurance Program that provided recommendations
on making further improvements to the program. We
plan to conduct a similar assessment at our Forth
Worth payment center.

In the financial business services we provide
to other Federal agencies, we have made significant
improvements in fiscal year 2002, particularly in our
electronic business activities:

* Payroll activities increased by 6 percent by increas-
ing our payroll cross servicing with other Federal
agencies while maintaining costs at their existing
levels. GSA now provides payroll services for
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analytical and financial knowledge to complement
their undergraduate studies.

As we look ahead, we see many opportu-
nities to better serve the taxpayers of this nation.
Expansion of E-Commerce is key to our providing
best value to our customers while allowing us to
implement commercial-like best practices. As we
realize the full benefits of our new Pegasys financial
system implementation, we will seek new and
improved business processes and ways to standard-
ize our accounting procedures. We will use our SGL
compliant financial system as a springboard to
expand into more advanced accounting techniques
such as activity based costing and integration of per-
formance and financial management. My goal as CFO
is to place new tools in the hands of GSA managers.

We are very pleased with the improvements
we have made during this past fiscal year, but we rec-
ognize that more can be accomplished. Through the
teamwork and dedicated efforts of our GSA associates,
we will continue the journey toward achieving our
planned objectives and reporting on the results timely
and accurately. We will call upon everyone in the com-

ing year to assist in creating a successful future at GSA

by living our values everyday and working together to
achieve our goals.

Kathleen Turco
Chief Financial Officer

January 31, 2003
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Results of Independent Audit

The Chief Financial Officers Act of 1990 (P.L. 101-576) requires GSA'’s Inspector General or an independent external
auditor, as determined by the Inspector General, to audit the Agency’s financial statements. Under a contract
monitored by the OIG, PwC, an independent public accounting firm, performed the audit of GSA's Fiscal Years 2002
and 2001 financial statements. The contract required that the audit be performed in accordance with Government
Auditing Standards issued by the Comptroller General of the United States, and the Office of Management and
Budget Bulletin No. 01-02, Audit Requirements for Federal Financial Statements.

PwC issued unqualified opinions on GSA's Fiscal Years 2002 and 2001 consolidated and combined financial state-
ments and the financial statements of individual funds (Federal Buildings Fund, General Supply Fund, and
Information Technology Fund). However, PwC did identify four reportable conditions concerning GSA's need to (1)
further strengthen network and application security controls, (2) continue to improve change controls over GSA’s

financial applications, (3) improve the controls over the integrity of rent data, and (4) improve the controls over the
transfer of substantially complete construction in process projects.

OIG Evaluation of PwC's Audit Performance

To ensure the quality of the audit work performed, we conducted a review of PwC'’s audit of GSA's Fiscal Years 2002
and 2001 financial statements. Specifically, we:

* Reviewed PwC's approach and planning of the audit;

* Evaluated the qualifications and independence of the auditors;

* Monitored the progress of the audit at key points;

* Examined working papers related to assessing internal controls over GSA's financial reporting process and
GSA's Electronic Data Processing systems;

* Reviewed PwC's audit report; and

« Performed other procedures we deemed necessary.

However, due to the timing for completing the GSA Fiscal Year 2002 Annual Report, we have not completed our
review of the working papers prepared by PwC.
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REPORT OF INDEPENDENT ACCOUNTANTS

PRICEWATERHOUSE(COPERS (@

To Mr. Daniel R. Levinson
Inspector General of the United States General Services Administration

In our audit of the United States General Services Administration (GSA) and its three primary revolving funds, the
Federal Buildings Fund, the General Supply Fund (GSF), and the Information Technology Fund (ITF), we found:

* The consolidated balance sheets of the GSA and individual balance sheets of the FBF, the GSF, and the ITF as
of September 30, 2002 and 2001, and the related consolidated and individual statements of net cost, consolidated
and individual statements of changes in net position, combined and individual statements of budgetary
resources, and consolidated and individual statements of financing, for the fiscal years then ended are presented
fairly, in all material respects, in conformity with accounting principles generally accepted in the United States
of America;

* Management fairly stated that as of September 30, 2002, the GSA maintained in all material respects effective
internal control over financial reporting for the GSA, the FBF, the GSF, and the ITF; and

* No reportable instances of noncompliance with the laws and regulations we tested.

The following sections present each of these conclusions in more detail.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of the GSA and individual balance sheets of the
FBF, the GSF, and the ITF as of September 30, 2002 and 2001, and the related consolidated and individual statements
of net cost, consolidated and individual statements of changes in net position, combined and individual statements
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Opinion on Management's Assertion Regarding the

Effectiveness of Internal Control over Financial Reporting

We have examined management's assertion that the GSA, the FBF, the GSF, and the ITF systems of accounting and
internal control are in compliance with the internal control objectives in OMB Bulletin No. 01-02, requiring management
to establish internal accounting and administrative controls to provide reasonable assurance that transactions are
properly recorded, processed, and executed in accordance with (i) laws governing the use of budget authority and
other laws and regulations that could have a direct and material effect on the financial statements, and (ii) general
laws identified in OMB Bulletin No. 01-02, and summarized to permit the preparation of the consolidating and combining
financial statements in accordance with accounting principles generally accepted in the United States of America
and that assets be safeguarded against loss from unauthorized acquisition, use or disposal. The GSA’s management
is responsible for maintaining effective internal control over financial reporting. Our responsibility is to express an
opinion on management’s assertion based on our examination.

Our examination was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants (AICPA), the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and OMB Bulletin No. 01-02 except for the provisions
of paragraph 6.f. and, accordingly, included obtaining an understanding of the internal control over financial reporting,
testing and evaluating the design and operating effectiveness of internal control, and performing such other proce-
dures as we considered necessary in the circumstances. We believe that our examination provides a reasonable basis
for our opinion. Our examination was of the internal control in place as of September 30, 2002.

Because of inherent limitations in any internal control, misstatements due to error or fraud may occur and not be
detected. Also, projections of any evaluation of the internal control over financial reporting to future periods are
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A material weakness, as defined by the AICPA and OMB Bulletin No. 01-02, is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that misstatements in amounts that would be material in relation to the financial statements being audited or to
a performance measure or aggregation of related performance measures may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We believe that none of the
four reportable conditions that follow is a material weakness as defined by the AICPA and OMB Bulletin No. 01-02.

1. GSA needs to further strengthen network and application security controls.

GSA needs to further strengthen network and application security controls. In performing our audit, we tested general
computer controls and application controls over financially significant systems. In each of the past four years, GSA
has had a reportable condition on the need to improve entity-wide system security management and oversight.
GSA has made significant progress in addressing the security issues raised in prior years, and now has a defined
security management structure, a robust information technology security policy and an IT security program plan
supported with detailed IT security procedural guides, technology hardening guides and security awareness training.
GSA also has initiated a plan to conduct risk assessments for all major applications, and the IT Security
Department has started reviewing entity-wide compliance with security policies and procedures.

Despite these accomplishments, GSA’s systems environment remains threatened by security and related exposures
impacting key elements of its financial systems and networks. The detailed findings identified during testing from
fiscal year 1998 through fiscal year 2002 are contained in Sections I1| through VIIl in our EDP management letter for
fiscal year 2002 dated October 21, 2002. The general areas where exposures exist, and the services and/or applications,
for which each is applicable, include:
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2. Change controls over GSA's financial applications continue that need improvement.

Change controls over the GSA's financial applications continue to need improvement. During each of the last three
fiscal years financial statement audits (1999, 2000 and 2001), the GSA has had a reportable condition regarding the
need to improve development, implementation and change controls. During fiscal year 2002, the GSA made significant
progress in addressing the development, implementation and change control issues raised in prior years.
Specifically, GSA CIO has:

+ Created, finalized and distributed IT Security Procedural Guide: Developing a Configuration Management (CM)
Plan CIO-IT Security-01-05
- Drafted the GSA IT Systems Management Handbook (CIO P2140.1.C ) (draft), (August 30, 2002)

The Office of the CFO and each individual service has also taken action in this area, including the following:

+ CFO implemented the IPMIA Methodology to support the Independent Verification and Validation (IV&V)
Program for Pegasys (May 28, 2002)

* FSS developed and implemented change control procedures (regular and emergency) for GSAAdvantage/™ and
developed emergency change procedures for FSS-19. The FSS also completed post-implementation reviews of
FSS-19 (October 31, 2001) and GSAAdvantage/™ (November 30, 2001)

* FTS released the FTS System Development Life Cycle Standard (October 2001), and the FTS Configuration
Management Planning Standard (February 2002)

* PBS contracted with IV&V services to provide independent review and approval of changes to STAR (April 1, 2002)

In addition, GSA's Capital Planning Guide contains expanded documentation requirements for systems planning
and management, and links development and security controls to capital projects.
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client rent bills, OAs, and the System for Tracking and Administering Real Property (STAR). We also noted
instances where occupancy agreements were unsigned. Our tests included reviewing controls over new pricing at
GSA's regional offices and evaluating the accuracy of data in STAR. The detailed findings will be included in our
fiscal year 2002 year-end management letter.

PBS began to move forward in addressing the issues with action plans that include polling regions on best practices
for ensuring that the pricing policy is followed and reflected in the OAs, system enhancements to the OA Tool,
updates to the Pricing Desk Guide, centralized panels for resolution of questions, and validation of space. However,
many of these action items were not completed by year-end, or for those that were, they were not effective for all of
fiscal year 2002. In addition, we noted that many anticipated completion dates in the action plans have not been met
and thus have been extended into future years.

Recommendation
PBS needs to complete the following steps included in the corrective action plans currently under way for improving
the integrity of its rent data:

* Use the occupancy agreements as the basis for supporting space assignments in federally owned and leased buildings
as discussed in the Pricing Desk Guide. Specifically, PBS should continue to ensure that customer agencies are
being billed in accordance with the Pricing Desk Guide and the OA. In addition, GSA should continue implementation
of action items to integrate the OA Tool with STAR to ensure that data between the two are consistent. GSA also
should perform periodic supervisory reviews to ensure that the OAs and STAR are in agreement.

+ Execute the validation schedule for the spatial data integrity project that will validate space in federally owned
and leased buildings.
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between CIP and the building line items on the balance sheet, which required adjustments in excess of $100 million
to the fiscal year 2002 financial statements. The causes underlying these misstatements included regional personnel
not entering completion dates in IRIS, regional personnel not expensing cancelled projects, problems with archived
projects, and manual procedures performed by central office staff not addressing all CIP issues.

While PBS has implemented detective controls including a review of a sample of projects at year end, improvements
in the preventive controls related to the data maintained in IRIS for CIP projects will be essential for GSA to
successfully meet new Federal reporting requirements. For instance, in fiscal year 2003 Federal agencies will be
required to submit quarterly financial statements, and in fiscal year 2004 the deadlines for annual audited financial
statements will be accelerated to 45 days after the end of the year.

Recommendation
PBS should complete the following steps to improve the control procedures to reasonably assure that substantially
complete CIP projects are transferred to the building account or expense account in a timely manner:

+ PBS needs to continue its efforts review the definition of substantial completion with the regions and ensure that
project managers are entering into IRIS the expected completion date at the beginning of the project and the date
of substantial completion. PBS also needs to enforce procedures, which require expensing items from CIP when
a project is cancelled or the item will not meet the definition of a capital asset.

+ The manual processes implemented in fiscal year 2002 for basic repair and alteration projects should be strengthened
and formalized. For instance, we noted that the lists of projects extracted by central office had a large volume of
transactions for each region to research and resolve. In order to improve the response rate from each region and
therefore the effectiveness of the new procedures, PBS should explore options to decrease the number of transactions
that the regions are required to research and resolve.
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financial statements of Other Funds and the Intra-GSA Eliminations, presented in the consolidating and combining
financial statements, are presented for purposes of additional analysis of the GSA consolidated and combined
financial statements. This consolidating and combining information has been subjected to the auditing procedures
applied in our audits of the GSA consolidated and combined financial statements and, in our opinion, is fairly stated,
in all material respects, in relation to the fiscal years 2002 and 2001 GSA consolidated and combined financial
statements taken as a whole.

Our audits were performed for the purpose of expressing opinions on the GSA consolidated and combined financial
statements and the individual financial statements of the FBF, the GSF, and the ITF as of and for the fiscal years ended
September 30, 2002 and 2001. The supplemental consolidating statements of operations and of cash flows for the years
ended September 30, 2002 and 2001, are presented for purposes of additional analysis and are not required parts of the
basic financial statements. Such supplemental statements have been subjected to the auditing procedures applied
in our audits of the financial statements referred to above and, in our opinion, are fairly stated, in all material respects,
in relation to the consolidated and combined financial statements of the GSA and the individual financial statements
of the FBF, the GSF, and the ITF as of and for the fiscal years ended September 30, 2002 and 2001.

The Management’s Discussion and Analysis, and the disclosures on deferred maintenance and intra-governmental
balances are not required parts of the financial statements but are supplementary information required by the
FASAB and OMB Bulletin No. 01-09, Form and Content of Agency Financial Statements. According to OMB Bulletin
No. 01-09, reporting entities shall reconcile intra-governmental asset, liability, and revenue amounts reported in the
required supplementary information with their trading partners at least annually as of the fiscal year end. GSA has
not performed these reconciliations and has disclosed this in note 1.B in the financial statements. We have applied
certain limited procedures to certain information, which consisted principally of inquiries of management regarding
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INSPECTOR GENERAL'S REPORT ON INTERNAL CONTROLS OVER PERFORMANCE MEASURES

U.S. GENERAL SERVICES ADMINISTRATION
Office of Inspector General

November 27, 2002

MEMORANDUM FOR STEPHEN A. PERRY
ADMINISTRATOR (A)

KATHLEEN M.TURCO
CHIEF FINANCIAL OFFICER (B)

FROM: DANIEL R. LEVINSON XDN\!&,P\ \N§

INSPECTOR GENERAL (J)

SUBJECT: Report on Internal Controls Over Performance Measures

This report presents the results of the Office of Inspector General’s review regarding the design and operation of
the system of internal controls over performance measures reported in the Management Discussion and Analysis
section of the General Services Administration's Fiscal Year 2002 Performance and Accountability Report. This
report also describes our audit responsibilities for conducting the performance measure review.

Scope and Methodology

Under a contract monitored by the OIG, PricewaterhouseCoopers LLP performed the audit of GSA's Fiscal Year
2002 Financial Statements. However, the portion of the audit related to internal controls over performance measures
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to Agency managers assessing the adequacy of controls and procedures over performance data. Also, the CFO
reviewed the controls over the Public Buildings Service's performance measures. However, we recommended that
the CFO needed to establish a plan for implementing the review process in other Services and Staff Offices.

This year, we found that the CFO had taken additional steps to improve the process to ensure the adequacy of internal
controls over performance data. This process was successfully tested in another Service and a schedule was developed
for the review of other Services' and Staff Offices' performance measures.

Specifically, the CFO issued a survey to Federal Supply Service managers to assess the adequacy of controls over
Fiscal Year 2003 performance measure data, conducted a review of the FSS performance measures, and developed
a plan for reviewing performance data for other Services and Staff Offices. In the CFO’s assessment of the FSS
performance data, it was reported that data for the performance measures comes from audited and reliable financial
and business systems.The FSS designated management officials who are responsible for the performance measures,
documentation was issued on the FSS Performance Measurement System, and the FSS performs monthly analysis
of financial results of operations for each business line. In addition, the CFO recommended the full implementation
of the Performance ManagementTool to improve internal controls and to use the implementation of the PMT to train
managers on assuring data integrity.

Since the CFO has implemented our recommendations to review the performance data for another Service and has
developed a plan to implement a review process for all GSA Services and Staff Offices, we consider the reportable
condition to be resolved.
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CONSOLIDATING BALANCE SHEETS

As of September 30, 2002 and 2001

(Dollars in Millions)
GSA
FEDERAL GENERAL INFORMATION LESS: INTRA-GSA CONSOLIDATED
BUILDINGS FUND SUPPLY FUND TECHNOLOGY FUND OTHER FUNDS ELIMINATIONS TOTALS
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
ASSETS
Intragovernmental Assets:
Funds with U.S. Treasury (Note 1-D) $ 4639 ($ 4030 |$ 428 |§ 364 | $ 226 | $ 76 $ 436 $ 421 $ - $ - [$ 5729 |$ 4801
Accounts Receivable - Federal, Net (Note 7) 280 324 303 311 1,248 1,514 4 8 21 24 1,814 2,133
Prepaid Expenses and Advances - Federal 15 14 8 12 8 8 13 1 29 27 15 8
Total Intragovernmental 4,934 4,368 739 687 1,482 1,598 453 430 50 51 7,558 7,032
Inventories (Note 1-E) 3 2 157 153 - - - S - - 160 155
Accounts Receivable - Public, Net (Note 7) 6 4 14 17 9 11 22 47 - - 51 79
Prepaid Expenses and Advances - Public - - 12 8 - 1 - - = 5 12 9
Other Assets 8 1 3 - 5 - 3 3 15 - 4 4
Property and Equipment (Notes 1-2,8):
Buildings 20,522 | 19,168 - g - - = - - - | 20,522 | 19,168
Leasehold Improvements 271 262 6 9 - = - - - - 277 271
Telecommunications and ADP Equipment - - - - 167 169 - - - = 167 169
Motor Vehicles - - 3,551 3,341 - - - - - - 3,551 3,341
Other Equipment 73 60 100 103 95 76 30 20 - - 298 259
Less: Accumulated Depreciation and Amortization (9,349) | (8,467) | (1,143)| (1,052) (186) (169) (10) (11) - - | (10,688) | (9,699)
Subtotal 11,517 11,023 2,514 2,401 76 76 20 9 - - 14,127 13,509
Land 1,185 1,218 - - - - - = - - 1,185 1,218
Construction in Process 1,273 1,455 - 6 6 1 33 21 - - 1,312 1,483
Total Property and Equipment 13,975 13,696 2,514 2,407 82 77 53 30 - - 16,624 16,210
Total Assets $18926 | §18071 [$ 3,439 | § 3272 | $1,578 | § 1,687 $ 531 $510 $ 65 $51 |$ 24,409 [§ 23,480
LIABILITIES AND NET POSITION
Intragovernmental Liabilities:
Accounts Payable and Accrued Expenses - Federal $70 $82 $22 $32 $48 $53 $13 $82 $21 $24 $132 $225
Deferred Revenue and Advances - Federal 41 52 23 19 164 282 45 30 44 7 229 356
Intragovernmental Debt (Note 3) 2,308 2,390 - = - = - 7 = - 2,308 2,397
Workers' Compensation Actuarial Liability (Note 1-]) 130 135 32 35 11 11 19 19 - - 192 198
Other Intragovernmental Liabilities (Note 9) 192 151 6 6 2 2 22 32 - - 222 191
Total Intragovernmental 2,741 2,810 83 90 225 348 99 170 65 51 3,083 3,367
Accounts Payable and Accrued Expenses - Public 808 775 142 132 1,079 1,060 34 23 - - 2,063 1,990
Deferred Revenue and Advances - Public 15 19 - = - = - - - - 15 19
Environmental and Disposals (Notes 6-B, 8-B) 29 63 - - - - 57 81 - - 86 144
Obligations Under Capital Leases (Note 2) 285 293 - - - - - - - - 285 293
Annual Leave Liability (Note 1-H) 42 39 16 16 11 11 17 16 - - 86 82
Deposit Fund Liability - - - - - - 39 40 Bl B 39 40
Earnings Payable to U.S. Treasury - - - - - - 49 68 - - 49 68
Other Liabilities (Note 9) 141 140 5 28 - 39 8 7 - - 154 214
Total Liabilities 4,061 4,139 246 266 1,315 1,458 303 405 65 51 5,860 6,217
NET POSITION (NOTE 5):
Cumulative Results of Operations 14,820 13,932 3,193 3,006 263 229 131 13 - - 18,407 17,180
Unexpended Appropriations 45 - - = - - 97 92 - - 142 92
Total Net Position 14,865 13,932 3,193 3,006 263 229 228 105 - - 18,549 1272
Total Liabilities and Net Position $18926 | $18,071 | $3,439 | $3.272 | $1,578 | $1687 $531 $510 $65 $51 | $24,409 | §23,489

The accompanying notes are an integral part of these statements.
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COMBINING STATEMENTS OF BUDGETARY RESOURCES
For the Fiscal Years Ended September 30, 2002 and 2001
(Dollars in Millions)
GSA
FEDERAL GENERAL INFORMATION COMBINED
BUILDINGS FUND SUPPLY FUND TECHNOLOGY FUND OTHER FUNDS TOTALS
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
BUDGETARY RESOURCES:
Budget Authority $ 430 | $ 486 |$ - |3 = S - | $ - s$221 $221 | $ 6518 707
Unobligated Balance, Net - Beginning Balance 3,429 2,853 537 424 1,633 1,055 90 86 5,689 4,418
Spending Authority:
Earned Income 7,622 6,990 3,661 3,471 7,120 6,233 322 269 | 18,725 | 16,963
Change in Unfilled Customer Orders 144 ) 98 (144) 602 1,325 17 17 861 1,189
Prior Year Recoveries 169 138 9 11 393 276 9 12 580 437
Resources Temporarily Not Available (530) (651) - - - - - - (530) (651)
Capital Transfers (72) (70) - : 5 z (14) 1) (86) (71)
Total Budgetary Resources 11,192 9,737 4,305 3,762 9,748 8,889 645 604 | 25,890 | 22,992
STATUS OF BUDGETARY RESOURCES:
Obligations Incurred 7,901 6,960 3,770 3,225 8,952 7,256 544 514 | 21,167 | 17,955
Unobligated Balance - Available 2,731 2,774 535 537 796 1,633 81 76 4,143 5,020
Unobligated Balance - Not Available 560 5 - - - - 20 14 580 17
Total Budgetary Resources 11,192 9,737 4,305 3,762 9,748 8,889 645 604 | 25,890 | 22,992
RELATIONSHIP OF OBLIGATIONS TO OUTLAYS:
Obligations Incurred 7,901 6,960 3,770 3,225 8,952 7,256 544 514 | 21,167 | 17,955
Less: Spending Authority from Offsetting
Collections and Adjustments (7,935) | (7,119) | (3,768) | (3,338) | (8,115) | (7,834) (348) (298)| (20,166) | (18,589)
Obligated Balance, Net - Beginning Balance (Note 1-L) 832 779 (172) (34) | (1,558) (995) 118 88 (780) (162)
Less: Obligated Balance - Ending:
Accounts Receivable 266 309 303 312 1,248 1,514 4 7 1,821 2,142
Unfilled Customer Orders 1,757 1,601 228 130 4,969 4,250 1 1 6,955 5,982
Undelivered Orders (2,158) | (1,884) (233) (82) | (4,519) | (3,054) (110) ©96)|  (7,020)| (5,116)
Accounts Payable (904) (858) (192) ass) | (1,127) | (1,152) (41) (30)|  (2,264)| (2,228
Outlays (241) (212) (64) 25 (150) (15) 168 186 (287) (16)
GOMPONENTS OF OUTLAYS:
Disbursements 7,412 6,796 3,605 3,461 7,120 6,120 509 483 18,646 | 16,860
Collections (7,653) | (7,008) | (3,669) | (3,436) | (7,270) | (6,135) (341) (297)| (18,933)| (16,876)
Less: Offsetting Receipts - - - = - - (23) (18) (23) (18)
Net Outlays (Note 1-L) $ 241 [§ 212 |$ (64 [§ 25 [$ (150) [ § (15) | § 145 $ 168 (310)[§ (349

The accompanying notes are an integral part of these statements.
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NOTES TO FINANCIAL STATEMENTS

For the Fiscal Years Ended September 30, 2002 and 2001

Organization

The U. S. General Services Administration (GSA) was
created by the U.S. Federal Property and Administrative
Services Act of 1949, as amended. The U. S. Congress
enacted this legislation to provide for the Federal
Government an economic and efficient system for the
procurement and operation of buildings, procurement
and distribution of general supplies, acquisition and
management of a motor vehicle fleet, management of
automated data processing resources, and manage-
ment of telecommunications programs.

The Administrator of General Services,
appointed by the President of the United States with the
advice and consent of the U.S. Senate, oversees the
operations of GSA. GSA carries out its responsibilities
through the operation of several appropriated and
revolving funds.

1. Significant
Accounting Policies

A. Reporting Entity

For its principal financial statements, GSA uses consoli-
dating and combining formats to display its three largest
revolving funds: the Federal Buildings Fund, General
Supply Fund, and Information Technology Fund. All
other funds have been combined under Other Funds.

The accompanying financial statements of
GSA include the accounts of all funds under GSA control,
which have been established and maintained to
account for resources under the control of GSA
management.The entities included in the Other Funds
category are described below, together with a discussion
of the different fund types.

Revolving Funds are accounts established by law to
finance a continuing cycle of operations with receipts
derived from such operations usually available in their
entirety for use by the fund without further action by
the U.S. Congress. The revolving funds in the Other
Funds category consist of the following:

* Columbia Hospital for Women Direct Loan
Financing Account

* Federal Consumer Information Center Fund

* Working Capital Fund

General Funds are accounts used to record financial
transactions arising under congressional appropria-
tions or other authorizations to spend general rev-
enues. GSA manages seven General Fund accounts of
which three are funded by current year appropriations,
two by no-year appropriations, and two cannot incur
new obligations. The general funds included in the

Other Funds category are as follows:

« Allowances and Office Staff for Former Presidents

* Electronic Government Fund

* Excess and Surplus Real and Related Personal
Property Holding Account

= Expenses, Presidential Transition

« Office of Inspector General

* Operating Expenses, General Services
Administration

* Real Property Relocation

Special Funds are accounts established for receipts
earmarked by law for a specific purpose, but are not
generated by a cycle of operations for which there is
continuing authority to reuse such receipts. GSA uses
Special Fund receipts to pay certain costs associated
with the disposal of surplus real property and for fund-
ing of the Transportation Audits Program. GSA's special
funds consist of the following:

* Expenses, Disposal of Real and Related
Personal Property

» Expenses, Transportation Audits

* Operating Expenses, Disposal of Real and Related
Personal Property
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GSA's financial statements are prepared in accordance
with formats prescribed in OMB Bulletin 01-09. These
formats are considerably different from business-type
formats. The Statements of Net Cost present the operating
results of GSA by major programs and responsibilities.
The Balance Sheets present the financial position of
GSA using a format clearly segregating intra-govern-
mental balances. The Statements of Changes in Net
Position display the changes in equity accounts. The
Statements of Budgetary Resources present the
sources, status, and uses of GSA’s budgetary resources.
Lastly, the Statements of Financing bridge the gap
between the uses of budgetary resources with the oper-
ating results reported on the Statements of Net Cost.

GSA did not perform all reconciliations with
trading partners required by OMB Bulletin 01-09,
which requires agencies to reconcile intra-governmen-
tal income, expense, assets and liabilities, with all of its
trading partners. GSA limited its reconciliations to fidu-
ciary transactions activity.

Certain prior year balances have been reclas-
sified to conform with the current year’s presentation.

On the Statements of Net Cost, Balance
Sheets, Statements of Changes in Net Position,
Statements of Financing, Supplemental Statements of
Operations and Supplemental Statements of Cash
Flows, all significant intra-agency balances and trans-

actions have been eliminated in consolidation. No such

eliminations have been made on the Combining
Statements of Budgetary Resources.

The preparation of financial statements
requires management to make estimates and assump-
tions that affect the reported amounts of assets and lia-
bilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting
period. Actual results may differ from those estimates.

C. Revenue Recognition

and Appropriations Used

Generally, Revolving Fund and reimbursable General
Fund revenue is recognized when goods have been
delivered or services rendered. In the FBE, rent rev-
enues are earned based on occupancy agreements with
customers, as space and services are provided.
Revenue under nonrecurring reimbursable building
repair and alteration projects is recognized under the
percentage-of-completion method. In the GSE, Supply
revenues are recognized as goods are provided to cus-
tomers, and Motor Vehicle revenues are recognized
based on rental agreements over the period vehicles
are dispatched. In the ITF, telecommunications service
revenues are generally recognized based on customer
usage or on fixed line rates. IT Solutions revenues are

earned when goods or services are provided or as
reimbursable project costs are incurred. In the
Working Capital Fund (WCF), revenues are generally
recognized as general management and administrative
services are provided to the Service components of GSA
and to external customers. Such WCF revenues are
earned in accordance with agreements that recover the
direct cost and an allocation of indirect costs from the
components of GSA receiving those services.
Non-Exchange revenues are recognized on
an accrual basis on the Statements of Changes in Net
Position for sales of surplus real property, reimburse-
ments due from the audit of payments to transportation
carriers, and other miscellaneous items resulting from
GSA's operations where ultimate collections must be
deposited in miscellaneous receipt accounts of the
Treasury. Non-Exchange revenues are reported net of
associated bad debt expense on uncollectible accounts.
Appropriations for General Fund and Special
Fund activities are recorded as a financing source on the
Consolidating Statements of Changes in Net Position
when expended. Unexpended appropriations are report-
ed as an element of Net Position on the Balance Sheets.

D. Funds with U.S. Treasury
This total represents all unexpended balances for GSA's
accounts with the U.S. Treasury. Amounts in Funds with
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E. Inventories

Operating supplies, which are consumed in opera-
tions, are valued at the lower of cost, determined prin-
cipally on the first-in, first-out method, or market.
Inventories held for sale to other Federal agencies con-
sist primarily of General Supply Fund inventories,
which are valued at the lower of cost, generally deter-
mined on a moving average basis, or market. The
recorded values are adjusted for the results of physical
inventories taken periodically in accordance with a
cyclical counting plan.

In the Federal Buildings Fund, inventory
balances consist of operating supplies. In all other
instances, inventory balances reported are invento-
ries held for sale. In the General Supply Fund, $1
million of the balances in inventories held for sale
are excess inventories. Excess inventories are
defined as those exceeding the economic retention
limit (i.e., the number of units of stock which may be
held in inventory without incurring excessive carrying
costs). Excess inventories are generally transferred
to another Federal agency, sold, or donated to state
or local governments.

F. Property and Equipment (See Note 8)
Property and equipment purchases and additions in
fiscal years 2002 and 2001 of $10,000 or more and

having a useful life of 2 or more years are capitalized

and valued at cost. Property and equipment transferred
to GSA from other Federal agencies on the date GSA
was established is stated at the transfer value, which
approximates historical cost. Subsequent thereto,
equipment transferred to GSA is stated at net book
value, and surplus real and related personal property
transferred to GSA is stated at the lower of net book
value or appraised value. Expenditures for major addi-
tions, replacements, and alterations are capitalized.
Normal repair and maintenance costs are expensed as
incurred. The cost of repair and alteration and of
leasehold improvements performed by GSA, but
financed by other agencies, is not capitalized in GSA’s
financial statements as such amounts are transferred to
the other agencies upon completion of the project.
Substantially all land, buildings, and leasehold
improvements are leased to other Federal agencies
under short-term cancelable agreements. Generally,
these agencies are billed for leased space at rent based
upon commercial rates for comparable space.
Depreciation and amortization of property
and equipment are calculated on a straight-line basis
over their initial or remaining useful lives. Leasehold
improvements are amortized over the lesser of their
useful lives or the unexpired lease term. Buildings cap-
italized by the Federal Buildings Fund at its inception in

1974 were assigned remaining useful lives of 30 years.
Prior to 1974, no depreciation was recorded by GSA.
Upon completion, construction costs are capitalized in
the Land and Buildings accounts. Buildings acquired
under capital lease agreements are also depreciated
over 30 years. Major and minor building renovation
projects carry estimated useful lives of 20 years, and 10
years, respectively. In fiscal year 2002, GSA recorded
capitalized interest costs of $681,000 in the
Construction in Process account associated with debt
provided by the U.S. Treasury’s Federal Financing Bank,
as discussed in Note 3. Interest capitalized in fiscal year
2001 amounted to $1 million.

Telecommunications equipment and auto-
mated data processing equipment are used in opera-
tions to perform services for other Federal agencies for
which billings are rendered. Most of the assets com-
prising other equipment are used internally by GSA.
Telecommunications and other equipment is depreci-
ated over periods generally ranging from 3 to 10 years.
Automated data processing equipment is depreciated
over periods generally ranging from 3 to 5 years.

Motor vehicles are generally depreciated
over 4 to 6 years.

In fiscal year 2001, GSA implemented FASAB
SFFAS No. 10, Accounting for Internal Use Software.
This standard requires capitalization of software
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to provide capital maintenance. In accordance with the

governing laws, rates are generally not designed to
recover costs covered by other funds or entities of the
U.S. Government, such as for post-employment and
other inter-entity costs. Revenues from non-Federal
entities make up an immaterial portion of GSA’s total
sales. Accordingly, where not otherwise governed by
law, unique rates for non-Federal customers have gen-
erally not been established.

L. Statements of

Budgetary Resources

The Combining Statements of Budgetary Resources
(CSBR) present GSA's budgetary results in accordance
with reporting requirements prescribed in OMB
Circular No. A-11, Preparation, Submission, and
Execution of the Budget, which identifies budgetary
resources available for spending, the status of those
resources, and the relationship between obligated bal-
ances and outlays (see Note 12). The basis of the CSBR
is data reported to the U.S. Treasury on the Statements
of Budget Execution and Budgetary Resources (SF
133’s). However, as the CSBR is being developed, items
may be identified that require adjustment to the data
originally submitted on the SF 133’s. Generally, such
items are identified after the deadlines for reporting
to the U.S. Treasury, and reflect reclassifications of

balances to reflect the proper status of obligations or
budgetary resources. For fiscal year 2002, the most sig-
nificant of these reclassifying adjustments were record-
ed in the ITF to reduce accounts payable balances and
reclassify them as undelivered orders for $118 million.
Associated effects of these adjustments reduced
accounts receivable balances and increased unfilled
customer orders by $111 million. These adjustments
were due to re-estimates of accrued vendor deliveries of
goods and services to GSA and its customers. Similar re-
estimates were required in the FBE, the most significant
of which required reclassifications to increase accounts
payable by $77 million, decrease undelivered orders by
$101 million and decrease outlays by $21 million.

2. Leasing Arrangements

As of September 30, 2002, GSA was committed to vari-
ous non-cancelable operating leases primarily cover-
ing administrative office space and storage facilities
maintained by the Federal Buildings Fund and for
motor vehicles in the General Supply Fund. Many of
these leases contain escalation clauses tied to inflation-
ary and tax increases, and renewal options.

The following are schedules of future mini-
mum rental payments required under leases that have
initial or remaining non-cancelable lease terms in
excess of one year, and under capital leases together

with the present value of the future minimum lease pay-
ments (dollars in millions).

Operating Leases

FISCAL YEAR FBF GSF TOTAL
2003 $2533 | $9 |$ 2542
2004 2,215 - 2,215
2005 1,979 - 1,979
2006 1,743 - 1,743
2007 1,515 - 1,515
2008 and thereafter 7,406 - 7,406
Total minimum

lease payments $17,391 $9 | $17,400

Capital Leases
FISCAL YEAR FBF
2003 $ 28
2004 28
2005 28
2006 28
2007 28
2008 and thereafter 368
Total minimum lease payments 508
Less: Amounts representing Interest (220)
Executory Costs 3)

Total obligations under capital leases $ 285
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Aggregate maturities on debt related to the
RRB are as follows (dollars in millions): 2003 - $13;
2004 - $13; 2005 - $14; 2006 - $16; 2007 - $17: 2008
and beyond - $685.

B. Direct Loan Financing Debt

In the Treasury and General Government
Appropriations Act, 2000 (Public Law 106-58),
Congress gave GSA the authority to sell a parcel of land
in Washington D.C. to the Columbia Hospital for Women
and provided for GSA to offer 30-year financing. In
accordance with the budgetary requirements of the

C. Schedules of Debt Arrangements

Credit Reform and Deficit Reduction Act of 1990, when
financing terms were accepted for the sale, GSA bor-

rowed an equal amount of money from the U.S.
Treasury to obtain an immediate credit of cash for the
amount of the sale. The note receivable and borrowing
are accounted for in the Columbia Hospital for Women
Direct Loan Financing Account, a fund established with
the U.S. Treasury solely for this purpose. The term of the
borrowing matched the 30-year term of the note.
Proceeds from the note receivable from the sale will be
used to liquidate the Treasury borrowing over the
matching terms. The $14 million proceeds from the

GSA's outstanding debt arrangements at September 30, 2002 and 2001 were as follows (dollars in millions):

borrowing were deposited in the related program
account (the FBF). FBF funds were then used to pay a
subsidy cost of $6 million to the financing account that
represents the present value differential caused by
below-market interest rate provided by Congress, as
well as the possible credit risk associated with the note.
On November 9, 2001, the Columbia Hospital
for Women liquidated the remaining balance on the
related note receivable. Accordingly, GSA retired the out-
standing $7 million debt balance in fiscal year 2002.

FEDERAL BUILDINGS FUND
Purchase Contract Debt:

Dual System:

8.472 percent to 9.162 percent.
Package System:

Lease Purchase Debt:

2.296 percent to 8.561 percent
Pennsylvania Avenue Debt:

Subtotal FBF Debt

DIRECT LOAN FINANCING DEBT

Columbia Hospital Direct Loan Financing Account
TOTAL GSA DEBT

Participation certificates held by the Federal Financing Bank, due at various dates from

Mortgage loans held by the FFB due at various dates from March 25, 2003, throu

Mortgage loans and construction advances held by the FFB, due at various dates from Au

Ronald Reagan Building, mortgage loans due November 2, 2026, at interest rates ranging from 5.073 percent to 8.323 percent

June 26, 2003, through November 15, 2004, at interest rates ranging from

gust 1, 2005, through January 30, 2031, at interest rates ranging from

2002 2001

$ 127

gh March 25, 2005, at interest rates ranging from 6.399 percent to 7.939 percent. 9 15

1,462 1,479

758 769
2,308 2,390

2,308 2,397
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2002
PENSION HEALTH/LIFE
BENEFITS INSURANCE TOTAL
FBF $15 $22 $37
GSF 7 9 16
ITF 4 4 8
Other Funds 7 7 14
Total $33 $42 $75
2001
PENSION HEALTH/LIFE
BENEFITS INSURANCE TOTAL
FBF $15 $18 $33
GSF 8 7 15
ITF 4 4 8
Other Funds 7 6 13
Total $34 $35 $69

5. Statements of Changes
in Net Position

A. Cumulative Results of Operations

Cumulative results of operations for Revolving Funds
include the net cost of operations since their inception,
reduced by funds returned to the U.S. Treasury, by

congressional rescissions, and by transfers to other

Federal agencies, in addition to balances representing
invested capital. Invested capital includes amounts pro-
vided to fund certain GSA assets, principally land, build-
ings, construction in process, and equipment, as well as
appropriated capital provided as the corpus of a fund
(generally to meet operating working capital needs).

GSA’s Federal Buildings Fund, General
Supply Fund, Information Technology Fund, Working
Capital Fund, and Federal Consumer Information
Center Fund (FCICF) have legislative authority to
retain portions of their cumulative results for specific
purposes. The FBF retains cumulative results to
finance future operations and construction, subject to
appropriation by Congress. In the GSF, earnings are
retained to cover the cost of replacing the motor vehi-
cle fleet and supply inventory. The ITF retains cumu-
lative results to provide financing for major systems
acquisitions and improvements, contract conversion
costs, major contingencies, and to maintain sufficient
working capital. The WCF retains earnings to finance
future operations. The FCICF retains cumulative
results to finance future operations, subject to appro-
priation by Congress.

B. Unexpended Appropriations
Unexpended Appropriations consist of unobligated

balances, and undelivered orders, net of unfilled cus-
tomer orders. Undelivered orders are orders placed by
GSA with vendors for goods and services that have not
been received. Unfilled customer orders are reim-
bursable orders placed with GSA by other agencies,
other GSA funds or from the public where GSA has yet
to provide the good or service requested. At September
30, 2002, and 2001, balances reported as unexpended
appropriations were as follows (dollars in millions):

2002 2001
Unobligated Balances
Available $ 77 $40
Unavailable 7 3)
Undelivered Orders, Net 58 55
Total Unexpended Appropriations $142 $92

6. Commitments and Contingencies

A. Commitments

In addition to future lease commitments discussed in
Note 2, GSA is committed under obligations for goods
and services that have been ordered but not yet received
(undelivered orders) at fiscal year-end. Aggregate unde-
livered orders for all GSA activities amounted to $7.0
billion in fiscal year 2002, and $5.1 billion in 2001.
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